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Any branch bank manager, consulted by his customers about unit trust 
investments, need have no hesitation in recommending any of the 


FIFTEEN MOORGATE Group of Unit Trusts 


These trusts are managed by Fifteen 
Moorgate Unit Trusts Ltd., a company 
closely associated with Dawnay Day & Co. 


different securities arranged in carefully 
selected categorics which cover virtually 


FIFTEEN 


Ltd., merchant bankers, and are notable 
for their flexible management powers. 
Each spreads its funds over an extensive 
list of first-class stocks and shares, and the 
portfolios taken as a group include 197 


An investment spread evenly over all six 


the whole field of prudent investment. 


The Trusts, with their approximate gross 
annual yields, based on current sub-unit 
prices and the dividends paid last year, 


are :— 


Provident Investors Trust... 
Investors Gold Share Trust . 
Investors Flexible Trust 


trusts yields on the same basis 


Full particulars of all these Trusts are given in the official 
handbook B80 which is the basis of all transactions. 


MOORGATE UNIT TRUSTS LTD., 


15 MOORGATE, E.C.2 
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BLADES. EAST & BLADES, Ltd. 


Established 1821 


HR 


UHL 


WORKS: 


LEONARD ST., FINSBURY, 
LONDON, E.C.2 


CLErkenwell 1020 (10 lines). 


CITY OFFICES: 
17 ABCHURCH LANE, 
LONDON, E.C.4 


MANsion House 4366 (10 lines). Telephones : 
“* Identical, London.” 
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HUNT 


Telephones : 
Telegrams : 


BANKERS’ CHEQUE PRINTERS. 


BANK NOTES, BONDS, BANKERS’ PROTECTIVE CHEQUES, 
CERTIFICATES, POSTAGE AND REVENUE STAMPS, 
ENGRAVERS AND FINE ART PRINTERS. 
COMPANY PROSPECTUSES. 

WHOLESALE AND EXPORT MANUFACTURING STATIONERS, LITHOGRAPHERS, 
ACCOUNT BOOK MAKERS, AND SEAL ENGRAVERS. 
PHOTOGRAVURE AND COLOUR PRINTING. 


PUBLIC COMPANY WORK, INCLUDING INSURANCE COMPANIES, BANKS 
ETC., AND STATIONERY FOR MECHANISED BOOKKEEPING A SPECIALITY 
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BRITANNIC 


ASSURANCE COMPANY, LTD. 


continues each year to record 
progress in all Branches 


ANNUAL INCOME 
£6,600,000 
FUNDS NOW 


£30,000,000 


All Classes of Life, Fire, Accident, 
Motor and General Insurance 
transacted 


Chief Offices 


BROAD STREET CORNER, 
BIRMINGHAM, | 


Established 
1866 
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SECURITY! 


Life has a sense of firm found- 


ation to those who have 


SAFEGUARDED 


the future 


PROTECT 


Your dependents and 


PROVIDE 


for retirement by a 


REFUGE POLICY 


- £68,700,000 
-£109,700,000 


Assets - - - 
Claims Paid - 


REFUGE 
ASSURANCE COMPANY LTD. 
OXFORD STREET, MANCHESTER, 1 








MR. HERBERT ARTHUR ASTBURY 


ed irector and Chief General Manager of the Midland Bank 
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A Banker’s Diary 


Mid-May—Mid-June 


QUIET conditions prevailed during the period under the 
review, and even the minor disturbances caused by the 
French repatriations of early May are now 
The Money at anend. With the approach of the half- 
Market year, the banks have as usual become much 
less eager to buy bills, and with the banks 
largely out of the market discount rates have become 
firmer. The market’s price for Treasury bills at the 
weekly tender dropped from 499 17s. 5d. per cent. on 
May 13 to £99 16s. od. per cent. on June 10, and even at 
this lower rate the market obtained 58 per cent. of its 
applications. Market rates similarly rose from } to 
2 per cent. for Treasury bills and from 33—-% to 2 per 
cent. for three months’ bank bills. These were purely 
seasonal movements, due to the approach of the end of 
the half-vear, and already by the end of June rates had 
begun to ease. 


HE payment of the War Loan dividend has made money 
very plentiful, and has also provided a way of absorbing 
: ; the surplus cash obtained last May by the 
The War Exchange Equalisation Account. It will be 
Loans eed ; a a 
Dividends 'ecalled that when the French repatriations 
took place early in May, the Exchange 
Account took over sterling previously held on French 
account and sold gold against it to the Banque de 
France, which in turn gave out francs to those who were 
repatriating their money. This is a normal Exchange 
Account procedure, but it left the British Account 
glutted with cash. As that cash was held by the Account 
in public deposits, it also meant that it was temporarily 
withdrawn from the banking system. The War Loan 
dividend payment of June 1 provided an opportunity of 
rectifying the position. The Exchange Account’s cash 
was used for paying the divide nd, while the Exchange 
Account was given “ tap’ Treasury bills instead. Thus 
its lost cash was restored to the banking system, while 
the increase in the floating debt necessitated by the War 
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Loan dividend took the form merely of tap issues of 
lreasury bills to the Exchange Account. These move- 
ments are illustrated in the following table :- 


May4 Mayi1r May25 June& 
| 


{mill. f£mill.  £ mill. £ mill. 
Bank - England— 
Public deposits Si ss Oe7 36-9 26°5 5E*7 
Bankers’ ‘cael sta . ES 87°9 QI? iB 3 GD | 
Floating del 
Treasury bills (tender) .. 560-0 570°0 570:0 580-0 
(tap).. ss 2550 278°I 281°4 310°7 


A comparison of the first two dates in the table shows 
how as a result of the French nepetstaisam nearly £30 
millions of cash was transferred from the banking sy stem 
to the Exchange Equalisation Account. Part of this 
transfer had been rectified by May 25. The subsequent 
fortnight included the War Loan dividend payment. 
The table shows that this absorbed £15 millions of 
Exchange Account cash, and also brought public deposits 
back to their normal size. Simultaneously, tap issues 
of Treasury bills increased by nearly £30 millions, or by 
an amount almost enough to cover the War Loan divi- 
dend. These various operations had not by early June 
served to check the normal seasonal increase in tender 
issues of Treasury bills, and thus provides a further 
explanation of the early June firmness of discount rates. 


On June 15, the second Defence Loan, amounting to 
£80 millions, made its appearance. The terms are con- 
siderably more generous than those of last 
The Second year’s issue, for the new Loan carries 
Defence : sete 5 e co rH 
Loan interest at 3 per cent. with an issue price 
of 98, while last year’s Loan of £100 millions 
was at 2} per cent. with an issue price of 99}. On the 
other hand the new Loan is repayable in 1954-58, while 
the first Joan is repayable in 1944-48. Thus whereas 
last year the appeal was mainly to bankers, this year 
the Government are appealing to the general body of 
investors : for the new issue is for too long a term to be 
suitable to bankers. Circumstances to-day are much 
more propitious for the issue of a Defence Loan than they 
were in April, 1937. First and foremost the m< arket 
was not shattered this year by an experiment such as 
B 
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last year’s first and abortive version of National Defence 
Contribution. Again, the trade recession and uncertain- 
ties in Europe and the United States have made Govern- 
ment securities much more attractive to the investor 
than equities, as is shown by this year’s relative firmness 
of the gilt-edged market. Thus the Government had a 
favourable opportunity to appeal to the general body of 
investors; and they were right to seize it. One result 
of the generous terms of the new Loan is that little if any 
of this issue has had to be taken up by the departments. 
This contrasts with the first Defence Loan, practic- 
ally all of which was originally taken up “ inside.” At 
a time when such funds as the U nemployment Insurance 
Fund must be beginning to feel the effect of the trade 
recession, this has obvious advantages from the Govern- 
ment’s point of view. 


THE issue of the new Defence Loan presents several 
points of interest to the money market, for it has a close 
Defence Dearing upon the future supply of Treasury 
Borrowing Dills. The position immediately before the 
andthe new issue was that the Government had in 
Money hand a sum of £64 millions, representing 
Market the unspent portion of last year’s Defence 
Loananda Te 1937-38 budget surphis. Eventually this 
money is to be spent on rearmament, but in the meantime 
it has been used to reduce the floating debt. The proceeds 
of the new Loan, amounting to £78 millions, will be used in 
the same way. During the present financial year the 
Government estimates to cover out of loan money 
fgo millions of defence expenditure, plus the amount 
needed during the year for supplementary estimates. 
This latter amount is likely to be considerable, but it 
looks as if the total amount of £142 millions (including 
the proceeds of the new loan) should be sufficient to meet 
the Government’s needs for about the next twelve months. 
This means that the third Defence Loan need not be 
issued until the middle of next year, though the Govern- 
ment can always decide to borrow in advance of its 
needs. On the other hand, it means that as the calls on 
the new Loan are collected, both the tloating debt and 
tender issues of Treasury bills can be reduced, but later 
on, as the whole of this £142 millions is spent on rearma- 
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ment, both the floating debt and tender keane bills 
will increase. The later increase is in fact likely to 
be greater than the earlier reduction, for the Govern- 
ment will be spending not oniy the £78 millions of 
new Defence Loan money, but also the {£64 millions 
already in hand. Probably what will happen will be 
that the collection of the Defence Loan calls will mini- 
mise the normal seasonal growth in the floating 
debt (as had already begun to happen by the end of 
June), while next spring the seasonal contraction in the 
floating debt will equally be minimised as all this money 
is spent. These operations should, in fact, reduce the 
seasonal variation in the market’s supply of Treasury 
bills. 


DuRING the month under review fears of untoward 
political events in Lurope contended against a growing 
Continental belief that President Roosevelt 


mh ll was contemplating a fresh devaluation of 
Exchanzes *D dollar in terms of gold. During the 


week-end of May 21, when the nervousness 
over events in Czecho-Slovakia was at its height, there 
was a wide-spread Continental demand for dollars and 
sterling fell to $4-« )42- Simultaneously, French francs 
weakened until for a short time sterling touched the upper 
limit oi Irs. 179 established by M. Daladier early in 
May. Swiss francs and guilk lers also weakened, while 
belgas de prec iated against the dollar to the export gold 
point. A few days later a more hopeful feeling developed, 
and since then rates have tended to move the other way. 
In fact the main influence has lately been this belief that 
a fresh devaluation of the dollar was inevitable. In 
consequence, by June 14 sterling had improved in New 
York to $4:97, while Contine ntal currencies were also 
stronger, with the Paris rate quoted at Frs. 1783. There 
has been little evidence recently of any further repatria- 
tion of French funds. Belgas have quite recovered from 
their early May weakness caused by the Daladier de- 
valuation in France and also by the events leading up 
to the change of Government in Belgium. The Belgian 
Bank rate was reduced from 4 to 3 per cent. at the end 
of May in New York, while the belga has recently been 
well within the export gold point. In the Far Kast, 
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Chinese dollars have been weak, largely because of stricter 
control over exchange allotments by the Chinese authori- 


ties. 


GOLD is regarded by so many people as the only ultimately 
safe store of value, that political uncertainties in Europe 
and fears of fresh currency devaluation in 
A New _ the United States or elsewhere have united 
Dollar Scare in stimulating a fresh hoarding demand for 
gold. Until early June this demand re- 
mained within bounds. Even up to June 9g, gold was 
sold in London at a premium of only Id. or 1}d. per 
ounce over the American shipping price, and, while this 
premium was just large enough to prevent arbitrage 
operators against sterling and the dollar, it did not 
indicate the growth of any big demand. Also only about 
£300,000 was as a rule de alt in at the fixing each day, 
which again did not indicate a big demand. The follow- 
ing week, however, the position changed. The belief 
that the dollar would eventually undergo a_ fresh 
devaluation suddenly gained force, and a big demand for 
gold sprang up, not only from the Continent, but also 
from India and the United States itself. By June 15, 
the premium in London had risen to Is. o$d. per ounce, 
while to meet the demand which existed even at this high 
price, the authorities in London had on that date to sell 
at the fixing {1,780,000 of gold. In dealing with this 
new dollar scare the authorities are following their 
normal course. They are prepared to meet all hoarding 
demands for gold, but only at a stiff price. At the same 
time the premium was less than it was during the 
previous dollar scare of last November and the next 
week the scare subsided. The authorities did not apply 
the screw too tightly, and their policy probably helped 
to keep the scare within manageable limits. 


THE French withdrawal of funds from London, and the 
consequent transfers of cash to the Exchange Equalisation 
— Account have left their mark on the May 
Clearing Clearing Bank averages. The deposits of 
Bank the eleven London Clearing Banks fell from 
Averages £2,268-o0 millions in April to £2,262-7 mil- 
lions in May, while cash fell from £246-4 to {231°I 
millions. Discounts were considerably higher, having 
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risen from {248-5 to {280-0 millions, but this movement 
reflects the seasonal expansion in tender issues of Tr ‘easury 
bills, which began with the opening on April 1 of the 
new financial year. Investments have shrunk from 
£637-7 to £630-6 millions. There has been a sharp 
contraction in advances from {993-7 to {981-o millions, 
and it looks as if the recession in trade and decline in 
commodity prices are at last affecting the demand for 
bank credit. Nevertheless, advances are £28-6 millions 
higher than they were a year ago, in spite of the fact that 
several of the banks were then carrying their share of 
the French railway oem. Last May the ratio of cash 
to deposits was only 10-22 per cent., but the War Loan 
dividend payment Neale since have raised both the 
banks’ cash and their cash ratios. The ratio of cash, 
call money and discounts to deposits was in May at the 
adequate level of 31-9 per cent. 


IMPoRTs in May at £75-4 millions showed an increase of 
{1-7 millions compared with April, but were {7-8 millions 
below their level of May, 1937. Raw 
May material imports declined from {21-5 mil- 
Overseas h 
Tends lions in April to £20°4 millions in May, 
against £25°6 millions a year ago. British 
exports increased by {£0-9 millions to £38: 2 millions, 
compared with {42-7 millions in May, 193 Re-exports 
rose from £5-0 millions to {7-2 millions, or practically 
the same level asa yearago. The returns are summarised 


below :— 


May, 1937 April, 1938 May, 1938 


f mill. £ mill. £ mill. 
Imports a he a 83:2 73°7 75°4 
Exports se ne i 42°7 37°3 38-2 
Re-exports .. a ee 74 5:0 7°2 
Total exports. . , , 50°1 42°3 45°4 
The adverse — nn for the first five months of 


1938 amounts to {169-2 millions, against {154-9 millions 
for the corresponding period of last year. 
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The Kupee 
By H.C. G. Slater 


ITH the important constitutional changes which 

have occurred recently in India in the public 

- it is perhaps natural that a break in the 

Rupee rate of Exchange, after a long period of compara- 
tive stability at 1s. 64d. should arouse considerable inter- 
est both in this country and elsewhere. In India the 
matter has served to revive the old controversial issues 
regarding the relationship between the Rupee and the f, 
the protagonists of a lower ratio, supported by some 
Indian Chambers of Commerce and the President of the 
Indian Congress Party, Mr. Subhas Bose, urging a devalua- 
tion from the present level of Is. 6d. to the ‘Rupee. It 
need hardly be said that much of the agitation against 

the present ratio derives from political sources and in 
any case is ill-considered and ill-timed. Any alteration 
in the value of the Rupee would inevitably cause a 
measure of dislocation and confusion over the large 
proportion of India’s trade which lies within the Sterling 
area without providing much in the way of compensating 
advantages in rising prices or export markets. Apart from 
this the whole carefully planned structure of Indian 
Central and Provincial Government finance would be 
impinged. It is a mistake however to regard the present 
level of the Rupee as being fixed for all time and circum- 
stances may conceivably arise in the distant future which 
may necessitate a revision. In this connection the Reserve 
Bank of India Act, 1934, by which the Reserve Bank is 
charged with the duty of maintaining the external value 
of the Rupee between the limits of Is. 6;$d. and Is. 549d. 
expressly states in its preamble that “it is expedient 
to make temporary provision on the basis of the existing 
monetary system and to leave the question of the mone- 
tary standard best suited to India to be considered when 
the international monetary position has become sufficiently 
clear and stable to make it possible to frame permanent 
measures.’ It would indeed be difficult to urge that the 
international monetary position at the moment is clear 
and stable or that a fluctuating Rupee, the alternative 
to the fixation of a new ratio, would be in the best interests 
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of the country’s trade and finance. It is thus evident that 
there is little justification for any alteration of the present 
standard so long as the Reserve Bank is in a position 
to fulfil its Statutory obligations and as stated in the 
Government of India’s communique of the 6th June 
‘the Gold and Sterling Assets actually in the hands of 
the Reserve Bank and of the Government of India are 
at the present time worth more than Ks. 160 Crores 
(£120 million) ’’ and these resources are considered more 
than ample for the purpose. 

Nevertheless, in spite of this re-assurance it is of 
interest to examine the various factors which have led 
to the present low quotation for the Rupee and which 
have brought the Reserve Bank within a period of two 
months from April, 1938, to contemplate a position in 
which it may be called upon to sell Sterling to prevent a 
further fall in the Rupee exchange rate. Though its 
resources are ample it must be remembered that the 
obligation to furnish the Government of India with 
Sterling funds to the extent of some £36 millions perannum 
while at the same time it is being called upon to purchase 
Rupees in defence of the Exchange ratio would impose a 
double strain on the Reserve Bank, and its Central 
Banking policy should clearly be directed to avoiding the 


necessity for such action. During the years 1935-36 
and 1936-37 the trend towards higher world prices for 


commodities provided India with a large surplus balance 
of trade in merchandise. This taken in conjunction with 
continued gold exports rendered it possible for the Reserve 
Bank to purchase Sterling much in excess of the Govern- 
ment’s requirements. This excess it utilised to strengthen 
its own reserves. Exchange remained firm throughout 
the whole period and the Reserve Bank’s purchases of 
Sterling were made at an average rate slightly higher 
than 1s. 6$d., monetary rates in India were extremely 


easy, and the wholesale price index number (Calcutta, 


1914 = 100) which in April, 1935, was 88, had risen by 
April, 1936, to 92 and by April, 1937, to 103. It will be 
recalled that from May, 1937, world commodity prices 
began to fall but this recession did not affect Indian 
prices as a whole until much later, the Indian wholesale 
prices index number reaching its peak in August, 1937, 
and remaining fairly steady at 104-105 until October. 
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Thereaiter, however, Indian prices fell rapidly, the index 
number falling to 94 by April, 1938. The 1937-38 export- 
ing season from September to April was thus in sad 
contrast to that of 1936-37 when prices were rising, and 
trade active. As a result sterling tenders to the Reserve 
Bank which in the three months October—December, 
1936, had provided nearly £15 millions at Is. 63d., yielded 
no more than | Ae 25 millions in the period October- 
December, 193 In spite of the weekly offer to purchase 
{1 million at its minimum buying rate of Is. 64d. the 
Reserve Bank received no tenders at all in the first three 
weeks of December and in order to counteract this 
tendency allowed the average rate for three months 
Treasury Bills to advance from 12 as. II pies. per cent. on 
December 3 to Rs. 1-4 as on December 31. This rise 
had no appreciable effect in inducing a transfer of funds 
to India. The falling trade balance provided little for- 
ward exchange cover, and Sterling tenders to the Bank 
from then on varied considerably in amount from week to 
week, reflecting clearly the fluctuating tendency of the 
export trade. Nevertheless, the Reserve Bank made no 
alteration in its buying rate, rejecting all tenders below 
Is. 63d. 

Between April and December, 1937, purchases of 
Sterling by the Bank amounted to just over £12 millions, 
a further £12-8 millions being acquired in the next three 
months, making the tot ul for the year {24-9 millions as 
against the Government’s Tequirements of £37 millions. 
A comparison of the item “ Balances held abroad ”’ in the 
Reserve Bank Banking Department’s Statement between 

the dates Apnil, 1937, and the end of March, 1938, will 
reveal how this deficiency has been met. On April 6, 
1938, the only tenders received by the Bank at Is. 63d. 
amounted to a paltry £8,000, tenders below that rate being 
rejected and in the following week, April 12, the Bank 
lowered its minimum buying rate to Is. 6.°;d. by accepting 
£10,000 at that ~~ The Rupee Exchange at once fell 
harply to Is. 6d. the market being completely non- 
plusse d by the move in view of the rejection in previous 
weeks of large amounts offered at Is. 6;°,d. Although the 
Reserve Bank reduced its weekly offer to ‘purchase Sterling 
to £500,000 on April 20, the only response was an offer of 
£70,000 at 1s. 6d. This the Bank rejected and when, on 
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April 27, it received no tenders at all for the £500,000 on 
offer, it announced the withdrawal of Sterling tenders until 
further notice, at the same time intimating its willingness 
to buy St en on tap at Is. 6;d. Speculators however 
had found a golden opportunity to bear the exchange, and 
the rate on, April 27 was nobetter than Is. 5 42d. from which 
level it has dropped still further to 1s. 533d. When the 
trade position is examined it is quite apparent that there 
is no justification for such a low rate at the moment, and 
the decline has undoubtedly been caused in large measure 
by bear operations in Exchange helped by the absence of a 
or policy on the part of the Reserve Bank. In wait- 

g to adjust its minimum buying rate to market re quire- 
ments until , April, when the exporting season was nearly 
over, the Bank has a minimum of trading activity to 
support its exchange policy until September, and this 

aspect of the matter has clearly not been lost sight of by 

those who have been selling Rupees freely in the last few 
weeks. The trading banks with Head Offices in this 
country have not allowed themselves to be influenced by 
the position, but a large volume of selling has emanated 
from Indian, Japanese and American quarters. As the 
following table shows, this cannot be attributed to the 
decline in the trade balance alone. 


Balance of Trade of India and Burma. April—March 
In Rupees Crores. 
1935 36. 1936/37. | 1937/38 

Exports of Merchandise (including 

" Segeeatire — ss ee t 164°29 202° 30 202°24 
Imports of Foreign Merchandise | 

(including Re-exports).. es 133°74 124-60 | —159:40 
Balance of 1 rade in Merchandise > 20°55 1 77°70 42°64 
Gold (Private ar a ne 37°35 | + 27°85 | + 16°34 
Silver (Private) .. es “i E*27 | 13°59 2-20 
Currency Notes (Private) we 0:29 1  Or24 0:28 
3alance of Transactionsin Treasure 36°37  I4+50 14°36 
Total Visible balance of Trade .. 66-92 Q2*29 |. == 57*20 


Purchases of Sterling by the Re- 
serve Bank os se - 45°58 70:87 | — 29°51 
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It will be noted from the Table on the previous page 
that although the favourable Balance of Trade has 
fallen from Rs. 78 Crores in 1936-37 to Rs. 43 Crores in 
1937-38, the latter figure is still some Rs. 12 Crores in 
excess of the Merchandise trade balance in 1935-36. 
Further, while Gold exports fell in 1937-38, the balance 
of transactions in Treasure did not vary as between 
1936-37 and 1937-38 owing to diminished silver imports 
in the latter year. On the whole, therefore, the total 
visible balance of trade, though Ks. 35 Crores less in 
1937-38 as compared with the previous year, is only about 
Rs. g Crores down on 1935-360 when exchange remained 
firm throughout the year. This moderate decline seems 
insufficient to account for the recent landslide in the Rupee 
rate. The variation in the total Sterling purchases from 
year to year when contrasted with the available trade 
balance also seems to suggest that the Reserve Bank 
would be better served in its Sterling purchase policy 
by adopting a less rigid attitude in the matter of fixing a 
minimum rate from time to time below which it will not 
buy. 

As has been stated the Reserve Bank has now sus- 
pended the purchase of Sterling until the market rate 
accords with its tap rate of Is. 6,/,d., and in these circum- 
stances the trade balance shown should be more than 
ample to raise the Rupee exchange from its present low 
level. Aswith all primary producing countries, commodity 
prices are of the utmost importance to the Indian economic 
structure, and there is no point in minimising the severe 
decline which has occurred since August last year in the 
prices of India’s principal exports products such as raw 
cotton, jute, cereals, pulses, oilseeds and tea. How far 
this recession will proceed is unpredictable in the changing 
economic and political conditions of to-day, and no mone- 
tary manipulation would solve India’s problem in this 
respect. Similarly it is not possible to assess accurately the 
influences at work which decide whether India on balance 
will be a buyer or seller of gold or silver. All that can be 
said at the moment is that the latest returns indicate a 
continuance of a moderate export surplus in transactions 
in Treasure. The gold shipments for the three months 
April, May and June, 1938, trom India amounted to about 
Ks. 3 Crores or were roughly at the same rate as in the 
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corresponding period of 1937. The monsoon also at 
present gives indication that its influence on good crop 
returns in the current year will be favourable. 

There remains to be considered the Reserves which the 
Bank has available to defend the Rupee and the possible 
steps which it might adopt should it deem it necessary 
to re-enter the market to purchase Sterling. Apart from 
the fact that the gold and Sterling Assets of the Bank in its 
Issue Department total Rs. 120 Crores (£90 millions) a 
circumstance which would with its present Note Issue 
liabilities (Rs. 213 Crores) allow the disposal of over 
£25 millions before the minimum reserve ratio require- 
ments were threatened, it should not be overlooked that 
the revaluation of the Bank’s gold holding of Rs. 44 Crores 
would provide a further sum of about Rs. 28 Crores 
(20 million pounds). Again the Government of India’s 
Sterling debt has been reduced by about £20 millions since 
1935, and now stands at about £273 millions and there 
would appear to be no obstacle to further Sterling loans 
being floated in this country through the Secretary of 
State for India. The latter still retains the power to 
raise loans up to {£44 millions, and this power would 
undoubtedly be utilised should it be necessary in defence 
of the Rupee Exchange. 

The extremely easy monetary conditions which now 
prevail in India render it almost impossible for the market 
to find local employment for a large part of its resources. 
The total of Treasury Bills outstanding with the public 
amounts to about Rs. 17 Crores only, and though the rate 
had advanced in recent months to Rs. 1-6 as. per cent. 
this does not provide sufficient encouragement for the 
retention of surplus funds in India throughout the slack 
season. Further there is always a strong investment 
demand for Gilt-edged and Trustee Securities on the part 
of various official and private institutions such as Banks 
and Insurance Companies, and failure to obtain their 
requirements in Iidia drives much of this demand abroad 
with its consequent strain on the Rupee Exchange. 
Recently the lower prices prevailing in London for India 
Sterling Stocks as compared with the quotations for similar 
Rupee Securities in India has added strength to this 
normal tendency while the conversion of Rupee balances 
to Sterling for private and other purposes by individuals 
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leaving the country and others, has proceeded apace. The 
Government of India’s Sterling re quire ments in the current 
year amount to £36-2 millions, and though the Reserve 
Bank could prov ide this sum out of its own resources it is 
unlikely not to take steps to acquire part at least of this 
amount between now and October by purchases from the 
market. The most obvious way of influencing the 
Exchange rate would be through its Treasury Bill policy 
and in this connection it should be noted that the Indian 
Provincial Governments this year are arranging for the first 
time their own ways and means borrowings with the 
Reserve Bank. It is probable that following the ex- 
ample of the Burma Government last year they will 
resort to Treasury bill a to the public. The recent 
3 per cent. 1963-65 issue for Rs. 15 Crores at 98, for which 
Rs. 5 Crores of Cash se sigtions were accepted, has had 
little effect on the monetary position, but additional 
long term borrowing by the Central or Provincial Govern- 
ments might well result in an absorption of floating 
supplies to an extent which would result in a strong 
demand for Rupees against Sterling. 


Austrian Aftermath 
By W. G. J. Knop 


ITH Germany’s blank rejection of legal or moral 
responsibility for the external debts of the former 
Austrian state, the policy of progressive debt 

repudiation adhered to by the Nazi Government since 
its advent to power has been given a fresh stimulus. To 
justify its refusal to pay the German Government has 
marshalled a number of arguments—that the Austrian 
debts were political debts designed to prevent the 
Anschluss ; that Austria was on the verge of economic 
bankruptcy at the time of her incorporation into the 
Reich and could not have continued paying anyhow; 
that other countries, especially Great Britain, did not 
recognise the debts of conquered territories; and that 
Germany cannot afford to meet the debt service required 
for the Austrian loans. 

If ever there has been a collection of bad excuses 
put forward by a debtor in justification of default, the 
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Nazis have succeeded in iidalias it. Every penny lent 
to Austria after the War was used entirely for internal 
reconstruction purposes. Had these foreign loans not 
been given to Austria the Germans would indeed have 
annexed—as they claim to have done—an impoverished 
and ruined country. Instead, the independent Austria 
of March, 1938, was economically in a remarkably healthy 
state. Her reserves of gold, foreign exchanges and 
realisable foreign . assets alone were considera bly larger 
than those of Nazi Germany. As regards the other 
Austrian assets upon which Germany has laid her hands, 
it is only necessary to look up the German newspapers 
published during the fortnight following the invasion 
and read the glowing descriptions of how Germany has 
been strengthened by the Anschluss. Nor would there be 
any complaint on the part of the guarantors and holders 
of Austrian bonds if they were treated in the same way 
as the British Government in 1903 treated the holders of 
Transvaal five per cent. bonds—who were repaid at par. 

But it does not really matter what arguments the 
—— Government pens and what can be said 

gainst them. Responsible Nazi leaders have told the 
Caan public hundreds of times that they are opposed 
to the very principle of paying debts incurred by previous 
governments. Here, as in so many other respects, 
Nazism closely imitates the Bolshevist examples. The 
Soviet Government, however, has at least had the 
courage to state, as a point of policy, that it does not 
intend to pay any obligation incurred by the Czarist 
Governments. For the Nazi Government to make a 
similar point-blank default would, of course, mean 
being subjected to immediate measures of retaliation 
from the creditor countries. And as Germany is vulner- 
able in many respects to such retaliation, the Govern- 
ment relies upon a policy of progressive default. Step 
by step, whenever the circumstances seem favourable, 
the foreign creditor is made to yield another part of 
his rights. Now that successive stages of default have 
severely depressed the market quotations of German 
bonds abroad, Herr Funk, the Nazi Minister of Econo- 
mics, has the effrontery to declare that the low quotations 
‘amount to an unbearable damage to Germany’s 
prestige.” It is obvious that here only one policy is 
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possible, namely, the unflinching determination of the 
creditor countries to let any fresh German breach of 
faith recoil in full on Germany’s trade interests. 

Even allowing for a considerable deterioration in 
Germany’s balance of trade this year, as well as for 
a decline in her revenue from tourist traffic, there can 
be no doubt that Germany can pay in full all the external 
obligations of the former Austrian state plus the existing 
service on the foreign indebtedness of Germany proper. 
The following table shows the remarkable reduction in 
Germany's foreign indebtedness since it reached its apex 
in the middle of 1930. 


German Foreign Debts Short-term 
(in Rm. 1,000 (including 
millions) standstill 
Time Total Long-term credits) 
Middle 1930 .. oi eg 20°8 10°8 16-0 
Dec. 1930 .. af ‘Aa 25°8 10°8 15°0 
July 1931 .. a bs 23°8 10°7 I3°I 
Nov. I93I1 .. ie mm 21°3 10:7 10°6 
Feb. 1932 .. ne a 20°6 10°5 Io'l 
sept. 10932 .. oa sf I9°5 I0°2 Q*3 
Febr. 1933 .. it se Ig-0 10°3 8+7 
Sept. 1933 .-. , 14°8 7°4 7°4 
Febr. 1034 .. - a 13°9 7°2 6°7 
Febr. 1935 .. zs i ew 6+4 6°7 
Febr. 1930 .. 2 od 2°4 6-1 6:3 
Febr. 10937 .. dvs ay 10'S 5°4 5°4 
Febr. 1938 .. = a IoO°! 5:1 5:0 


According to official German figures, which, 
of course, must be taken with a grain of salt, nearly 
Rm.10,000,000,000 of the total debt reduction is due to 
actual repayments, while the remainder has been caused 
by the serious currency devaluations. As to the alleged 
repayment of to milli: irds, it must be remembered that 
ever since the Nazis defaulted and thus depressed the 
prices of German bonds abroad, they have repurchased 
these bonds at a fraction of their par value. How many 
bonds exactly have been re pare: and how many of 
them are still in circulation inside Germany is difficult 
to say. One rather limited indication was recently 
given by a statement of the Dutch Stock Exchange 
Association, according to which the repurchases by 
Germany of German bonds in Holland during 1937 had 
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amounted to Fl. 22,860,000. In relation to Germany’s 
total debt in Holland this is a considerable percentage. 
According to estimates of German banking circles 
about Rm.1,200,000,000 of the total foreign debt of 
RKm.10,100,000,000 were held inside Germany early this 
year. 

The debt service actually transferred abroad by 
Germany has fallen considerably more than the indebted- 
ness. In 1931 the Germans transferred approximately 
Rm.1,500,000,000 on account of interest and sinking 
fund. By 1933 that figure had fallen to Rm.850,000,000. 
Three years later it was a bare Rm.250,000,000, while 
in 1937 Germany’s total interest payments abroad were 
only slightly above the Rm.200 million mark. 

‘Reckoned per head of the population, Austria’s 
foreign indebtedness was just a little larger than that 
of the old Reich. At the beginning of the year it stood 
at Km.1,200,000,000, of which only Km.65,000,000 were 
short-term debts. The annual service on this debt was 
approximately Rm.75,000,000. Thus the combined Ger- 
man-Austrian debt service, based on the 1937 figures, 
would require a devisen expenditure of between {22 
and £23 millions. As a result of the progressive repa- 
triation of the outstanding capital account there would, 
moveover, be a reduction wa the transferable amount 
by some 5 per cent. each y {22 millions is a sum 
which Germany is able to os are. with ease. 

Parallel with the German Government’s policy of 
progressively expropriating its foreign creditors, goes 
the policy of depriving the German Jewish community 
of both the last possibility of earning a livelihood in 
Germany and of emigrating. The first is effected by 
a combination of legal and administrative pressure, 
organised terror and a relentless newspaper campaign. 
The second, the most cruel thing of all, consists in 
rendering destitute every Jew who emigrates. In both 
respects the month of June has brought a heavy measure 
of Nazi barbarism. Pogroms and mass arrests in Vienna 
and Berlin and other cities have been aggravated by 
the promulgation of a decree according to which Jewish 
owners of emigrants’ blocked marks are no longer per- 
mitted to sell more than 5,000 of these marks. Thus 
the Jews have been deprived of the last possibility of 
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receiving even a small fraction of their property when 
driven out of the Third Reich. 

That this measure would sooner or later be taken 
was already apparent in April last, when the Nazi 
authorities issued a decree demanding the registration 
of all Jewish property in Germany for the purposes of 
the Four Year Plan. For it was obvious that if the 
Nazis were determined to mobilise the Jewish capital 
(estimated at around {600,000,000 in the greater Reich) 
they would first of all | prevent the blocked mark system 
from offering means of escape. 

Blocked marks, it will be remembered, were first 
created through the Standstill Agreement following upon 
the 1931 credit crisis. Their real importance in inter- 
national banking business, however, only dates from 
1933 onwards with the erowth of Jewish emigration from 
Germany. In 1933 it was still possible for Jews to 
transfer in free foreign currency some £1,200, while the 
remainder of their capital was ‘‘ blocked ” in the Reich. 
As these blocked “‘ emigrant’? and “ credit ’’ marks 
could be used for a variety of business, tourist and 
charitable purposes, a considerable trade soon developed 
in them. Owners of blocked accounts sold them to 
foreign or German banks, which in turn resold them to 
foreigners who wanted them for transactions in Germany. 
At the beginning of 1933 the rate for these blocked 
marks was still very high—it vascillated between 75 and 
80 per cent. of the ‘official mark rate of exchange. Since 
then the rate has fallen steadily, partly because the 
German authorities have increz singly restricted the ways 
in which emigrants and credit marks can be used and 
partly because the amounts available for sale have risen 
considerably. Moreover, the German Government 
through the agency of the Gold Discount Bank has 
increasingly manipulated the blocked mark rate—needless 
to say in a downward direction. As a result the rate of 
credit marks earlier this year stood at a discount of 
$2°5 per cent. 

“After payment of the Reich emigration tax and sale 
of their blocked mark funds, emigrants were left with only 
approximately ro per cent. of their original capital. But 
even this rate of spoilation did not seem drastic enough 
to the Nazi authorities, and the new restrictions imposed 
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on the sale of emigrant and credit marks virtually bring 
the transfer of Jewish capital out of Germany to a 
complete standstill. For the Rm. 5,000 (nominally £400), 
whose sale is still on the emigrant now only 
receives the paltry sum of £40. That is the total amount 
he can transfer abroad. As a result, the discount rate on 
credit marks has risen to over 88 per cent. 

The way is now clear for the German Government to 
use the Jewish funds in Germany as it likes. Already 
instances are known where the Government has informed 
Jewish business men who had to sell their business 
interests, that the sale would only be permitted if the 
cash received were immediately invested in Government 
bonds. Altogether it is clear that the Nazis are making 
a special effort to insure the smooth working of their 
armament and [Four-Year Plan finance at the expense 
of a hapless minority. 

Meanwhile the incorporation of Austria into the 
economic and political framework of the Reich is pro- 
ceeding apace. But while the Nazis have taken no 
chances and have drawn the political and administrative 
net of their rule as closely as possible, they have been 
unable to prevent some serious friction from arising. 
Prussian officialdom has never been popular in Austria. 
Coupled with Nazi brutality and corruption, it is more 
of a plague to the average Austrian than he could ever 
have feared. Moreover the large mass of the Austrian 
Nazis—jobhunters (in the words of Herr Buerkel, the 
Nazi Governor in Austria) if ever there were any—has 
had a bad shock. Almost without exception positions of 
importance in Austria have been filled with Germans or 
Austrians who have lived in the Reich for several years. 
The unavoidable economic difficulties caused by the 
merger of two different economic units seem also to have 
come as an unpleasant surprise to the majority of Austrians 
who had been led into the belief that immediate pros- 
perity would result from the Avzschluss. 

Instead, the cost of living in Austria is rising by leaps 
and bounds, whereas a veritable war is waged by Herr 
Buerkel against those employers who are raising wages. 
Five years of growing autarchy and limitless credit 
expansion have made Germany an extremely expensive 
country. Austria, on the other hand, has been under 
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the necessity of exporting goods and amenities and was 
consequently forced to keep internal costs down as far 
as possible. This discrepancy the German authorities 
after the Anschluss tried to overcome by a substantial 
devaluation of the mark against the schilling. The 
new relation of one mark against 1} schillings (against 
I mark equal 2 schillings) has however proved insufficient 
to remove the German-Austrian price disparities. The 
Austrian public consequently shows as trong tendency to 
count I mark equal to 1 schuilling. 

This in itself is enough to cause serious embarrass- 
ment to the authorities in their endeavours to prevent 
the Austrian price level from rising immoderately. Also 
the fact that Austria is well stocked with goods, such as 
pure woollen fabrics, which the German consumer has 
been unable to obtain for several years, has caused a 
major run on Austrian shops by German tourists. The 
temptation for shopkeepers to raise prices in contraven- 
tion of official decrees has proved irresistible, and the 
Austrian press is full of reports of severe penalties imposed. 

No doubt these and similar frictions will continue for 
some time, and they may even lead to some kind of 
drastic clean-up by the Nazi authorities. At the same 
time it is easy to exaggerate their political significance. 
No regional and sectional dissention can succeed in 
holding its own for any length of time against the 
concerted power of the Nazi state. 


A Retrospect of French Finance 


By a Correspondent 

N the course of the past year and also during the 

first quarter of 1938 the leading French banks had 

to face many difficulties in the technical, monetary 
and financial spheres as well as in the political and social 
spheres. Apart from a few calm spells, the economic 
system of the country, besides being in the throes of 
troublesome international developments, was almost 
constantly exposed to new experiences. It took all the 
strength of the banking system and the strong gold 
reserve of the country to resist these disturbing currents 
and withstand all the strains. 
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The Bank of France was not spared from the troubles 
of this period. Various devaluations or depreciations 
reduced the value of the franc from 75 to the pound in 
1935 to 105 at the end of 1936 and ev ventually to about 
178 last May. The gold reserve on June 2, 1938, was 
slightly under 56 milliards of new francs of a gold content 
of 374 milligrammes of gold of -goo fineness, compared 
with more than 60 milliards of Auriol francs of 43 milli- 
grammes at the end of 1936. Even allowing for the 
devaluation profits and for the recent influx of foreign 
exchange, the note cover is now distinctly lower than it 
was eighteen months ago. The total sight liabilities, 
on the other hand, increased from Frs. 105 milliards to 
Frs. 118 milliards. The reserve ratio declined from 57 to 
47 per cent. The table published on the next page shows 
the position of the Bank of France at the end of the last 
four half-years. It shows a disquieting increase of 
advances to the State which, having reached Frs. 17 
milliards during the second half of 1936, under the first 
Popular [Front Government, are now in excess of 
Frs. 40 milliards, an increase by nearly Frs. 23 milliards 
in eighteen months. It is understandable that this 
inflation on the account of the Government, which is in 
excess of the theoretical revaluation profit of Frs. 33 
milliards, provoked a monetary deterioration highly 
detrimental to the equilibrium of prices and the stability 
of credit conditions. 

The Paris banks availed themselves regularly of 
the rediscount facilities of the Central Bank. The 
latter’s portfolio, which includes also the direct discounts 
of clients’ bills, remained almost all the time around 
the high level of Frs. 10 milliards, and this level was 
exceeded during February, 1938 when the tension that 
preceded the last devaluation of the franc became accen- 
tuated. The explanation of this lies in the fact that the 
pace of the flight of capital has always been more rapid 
than that of the expansion in the note issue or of other 
means of payment. The banks also had facilities to raise 
funds in the form of 30-days advances on Government 
securities, maturing within less than two years. They 
availed themselves of these facilities to a varying degree, 
the total amount of such loans fluctuating between 
Frs. 300 millions and Irs. 1,300 millions. 
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SUMMARISED RE: TURNS OF THE BANK OF FRANCE. 
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| | 
| June 2 Dec. 30, June 30, Dec. 30, 
1938. 1937. | 1937- | 1930. 
| | 
| ‘SA | 
LIABILITIES. } (in million|s of francs)} 
Note circulation a .+ |101,077,695| 93,830,871] 88,686,728) 89,341,929 
Current accounts— | | | 
lreasury aa os om 463,627} 1,085,745 6,294 112,615 
Caisse Autonome , x | 2,562,685) 2,375,397) 2,081,945} 1,976,210 
Other current and deposit ac- } | 
counts.. | 14,219,823} 19,325,687] 12,029,365) 13,655,470 
115,423,530) 116,623,701/ 102,504,333 105,086,225 
ASSETS. 
Gold Reserve .. ae ot 55,807,925) 58,932,709 eepnsst! 60,358,742 
Foreign Exchange Reserve .. | 780,372 891,914} 987,487] “hanno 
Discounts ‘ ica rr 7,345, 025} 10,351,517} 10,956,260) 9,553,902 
Advances on securities -- | 3,558,434] 3,781,106) 4,464,871} 3,583,090 
Advances up to 30 days et 336,794] 675,317; 1,377,858 715,226 
Bonds of the Cz aisse Autonome | 5.575.478} 5,580,147) 5,641,368] 5,639,770 
Advances to the State «+ | 3,200,000} 3,200,000} 3,200,000} 3,200,000 


Provisional advances to the | | 


| 
State (Convention of 1936 | 
and 1937) | 40,133,974] 31,908,805) 23,926,269] 17,698,092 





EA a = «+ | A | | 47°53% | 57°44% 





The Paris market does not. possess the great variety 
of banks which exists in London, and usually discriminates 
only between Bangues de Dépots and Banques d’ Affaires. 
The following table shows the figures for December, 
1937 of the six leading commercial banks (equivalent 
to the London “ Big Five’’) which represent about 
8o per cent. of the short-term banking resources of France. 
Comparison with the figures of 1936 indicates the main- 
tenance of a satisfactory degree of liquidity, and also 
of relatively large profits. 

An examination of the monthly figures of the six 
leading commercial banks—the Crédit Lyonnais, the 
Comptoir National d’Escompte, the Société Générale, 
the Banque Nationale pour le Commerce et 1’Industrie, 
the Crédit Commerciale de France and the Société de 
Crédit Industriel et Commercial—reveals that between 
1936 and 1938 the ratio of cash or balances with the 
Bank of France to sight deposits was always more than 
Io per cent., and that the ratio of cash, bank balances 
and rediscountable bills to sight liabilities and short-term 
liabilities was between 75 and 85 per cent. This high 
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degree of liquidity, which has always characterised the 
leading French banks, further increased as a result of the 
monetary instability, since the banks did not immobilise 
more of their resources than was necessary. 

In spite of the increased social charges, the profits 
for 1937 showed a nominal increase compared with those 
of 1936. The Crédit Lyonnais declared a net profit of 
Frs. 83 millions compared with Frs. 80 millions in 1936. 
The Société Générale increased its net profits to Frs. 56 
million against Frs. 42 millions, and the Comptoir National 
d’Escompte increased its profits from Frs. 35 millions to 
Frs. 45 millions. Admittedly, allowance has to be 
made for the fact that in the meantime the monetary unit 
has de preciated, to half its original value. Nevertheless, 
the fact is that on the whole the leading banks pursued 
great activity in issuing loans for the Government. 
It was thanks to their organisation that the Treasury was 
able to cover in various forms a deficit of more than 
Frs. 40 milliards in 1937. These short, medium and long- 
term operations were naturally profitable. At the same 
time discounts and advances to customers remained at a 
high level, and the margin of profit on deposits totalling 
about Frs. 20 milliards for the six banks was considerable. 

Although the issuing houses were liable to be affected 
by monetary instability and political uncertainty, the 
two leading issuing houses which publish balance sheets, 
the Banque de Paris et des Pays Bas and the Banque 
de l'Union Parisien, declared, for the year 1937, a higher 
profit than for 1936. Allowance has to be made, of 
course, for the devaluation of the franc. It must also 
be admitted that the activities of these banks, as indicated 
by their balance sheets, have been developed to a sufficient 
extent. Considering, however, the unfavourable in- 
dustrial situation, it seems that these banks have passed 
a difficult period in a very satisfactory manner. The 
Banque de Paris et des Pays Bas and the Banking House 
Lazard Freres took part in a number of French and 
foreign Government issues and their affiliates were far 
from idle in the sphere of foreign exchange and bullion 
operations. 

In conclusion, it is safe to say that both types of 
French banks have resisted remarkably well the un- 
favourable economic and political developments of the 
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past year. Their managements, who were often criticised 
during the crisis for being too timid, received their 
vindication during a period when it was a matter of 
elementary wisdom to confine financing to essential and 
sound undertakings — to abstain from immobilising 

iness houses were able to raise all 
the credit they A, ‘aed so was the Government. 
Even though the noe ical banking organisation of 
france may have imperfections, the present crisis was 
by no means due to these difficulties. The banks are 
ready to finance a trade recovery, which has been 
foreshadowed year after year. 

The public institutions such as the Caisse de Dépots 
et de Consignations—which is practically the largest 
bank in France, with Frs. 53 milhards of deposits, invested 
in rentes, Treasury bonds and loans to municipalities— 
the Crédit Foncier—with Frs. 75 milliards of mortgage 
loans—and the Crédit National—with Irs. 35 miulliards 

bond issue—are all very prudently managed. The 
requirements of national defence gave rise some months 
ago to a new Caisse Autonome. 

The French banking organisation, far from being 
disorganised or weakened, is in a position to perform 
its share in economic reconstruction. The country is 
suffering from two troubles, which are related to each 
other—lack of adequate authority in the Government 
due to the existence of a number oi fractional parties, 
and a budgetary crisis due to the demagogic resistance 
of the popular front to the deflation of public expenditure. 
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The Technique of Forward Dealing 
By W. W. Syrett 


LUS ca change, plus c’est la méme chose. There 
was a time when the embryo exchange dealer was 
taught to cover an “ Outright ’’ forward exchange 

Operation by a “ Spot ’’ deal in the opposite direction, 
and then “ Swop’”’ at his leisure; the circumstances of 
to-day call for a diflerent technique in covering many of 
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our forward exchange transactions, but my quotation 
is justified by the fact that the aim of the exchange dealer 
is still to secure his small profit margin with as little risk 
as need be assumed. 

The majority of forward deals with customers, as 
‘d to those entered into with other banks in the 
idon market or on arbitrage telephone calls, are on an 
outright basis. The client has bought commodities or 
manufactures abroad which are priced to him in terms 
of the seller’s currency. He knows he will have to pay 
foreign money at some definite date in the future, and 
he therefore covers his exchange risk by a contract of 
purchase from his bank of the requisite sum in foreign 
money, for delivery on the date fixed by the sale of goods 
In the opposite set of circumstances the 
exporter sells forward the anticipated proceeds of a sale 
of goods priced in foreign currency units. (Either could, 
of course, arrange with his bank an “ Option ”’ of date 
within reasonable limits, if there were some uncertainty 
regarding date of delivery, as is not infrequent in foreign 
) 
1 


Contract. 


trade transactions. 

Both exports and imports thus give rise to “‘ Outright ”’ 
forward deals, as also do hedging operations against 
stocks of commodities, or against holdings of securities. 
Purely speculative deals by customers are also usually 
of this class. 

The bank dealer has to take on to his “‘ Dealing Book ”’ 
the various outright purchases and sales of forward 
exchange : on rare occasions he can marry a sale against 
a purchase, but in order that this may be possible the 
two deals which are set off have to agree in amount and 
value date. This seldom happens in practice, and the 
dealer is faced with a book of contracts for various dates 
and amounts with which he has to juggle, mentally, if 
physically. 

But besides his deals with customers he has market 
als to initiate. The spot rate moves, very often from 
one second to the next; under normal circumstances 
rate is more likely to move than the forward 


i. 


not 


the Spot 
discount or premium. Thus his normal course is to sell 
spot immediately he buys forward from a customer; 
here is a simplified example taken at random from 


dealings on June 13, 1938 :— 
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Bought of Customer .. $49,637:50 % 4:962 3 months forward 

(Value Sept. 15) 
Sold Spot to Bank X $50,000 ae 4:963 Spot 

(Value June 15) 
Sold Forward: Bank Y $50,000 % 4°90$ 3 months 

(Value Sept. 15) 
Bought Spot Bank Y $50,000 % 4°96 Spot 


(Value June 15) 


It will be observed that the first two deals show the 
bank an apparent loss of 3 cent. on every pound, but this 
was more than made up by the (apparent) profit of 4 
cent. per pound between the two legs of the “ Swop ” 
deal, which combined transaction can be done subse- 
quently. In order to avoid complications the forward 
premium is quoted here in fractions, although actually 
dealt in, in the market, as a two- Way price in decimals of a 
Cent. 

The traditional method of covering has been used in 
this simple example. At the time of writing that is 
appropriate in United States dollar deals, since the spot 
rate moves fairly frequently, by one-sixteenth or one- 
eighth cent. at a time, whilst the forward premium does 
not change by more than one-thousandth cent. ($0.0001), 
and even then only infrequently. The premium actually 
corresponds to its “‘ Interest Parity,” as far as can be 
ascertained from epesomngen indications, on the basis of 
approximately 0-4 per cent. per annum lower rates in 
New York than in London. 

On many occasions in the recent past, particularly in 
Continental currencies, a rule-of-thumb adherence to 
the above technique would have laid open the dealer to 
a serious “0% of risk. The spot rate is often held by 
“Controls,” i.e. Exchange Equalisation operations ; their 
pegging is wanaiee initiated from within some country 
whose monetary unit would otherwise be strongly offered 
as a result of export of capital and raids by currency 
‘Bears.”” It has been true on many occasions of the 
French franc and the belga. Whilst the spot rate has 
been “‘ Pegged ”’ at a steady level for hours or even days 
at a time, the forward margin has fluctuated over a very 
wide range: the following table illustrates this point (sce 
top of next page). 
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London/Brussels Exchange Rate :— 


3 Months Forward 


Spot : 
Discount 
Date \| ; 
High Low | Range || High Low | Range 
| 
May 9 .. 29°63 29°57 0-068 | I°d0 I'20 | 0:60 
| | 
| 
I 29°59 29°50 0°03 I°d0 r*25 0°55 
Il 29° 55 29°52 0:00 1°45 I*25 | 0°20 
12 5 29 * 37 Or1g I*45 1°10 0°35 
ES ss 29°50 | 29°40 O16 | 2°40 I*40 I-oo 


All rates are in Belgas and decimals of a belga. 

The correct approach in covering outright deals in a 
currency subject to a virtual spot pegging with a fluc- 
tuating forward margin (usually a discount, of course), 
is either : 

(i) to instruct the broker to get on with both deals at 
once, le. if a purchase from a _ customer 
Outright is made, then effect in the market 

‘Swop ” (buying spot against selling forward), 
oi also the sale of spot for the same amount, 
both spot and swop being covered with as little 
delay as possible; or 

(ii) to instruct the broker to effect the ‘“‘ Swop,”’ and 
to carry the spot as a long position on the dealing 
book ; this alternative is clearly preferable if 
there is a reasonable chance of covering this part 
of one’s dealing, at a fractionally greater profit, 
on an arbitrage telephone call with a Continental 

r American connection. 

a we the moral from these alternatives it is 

worth remarking that the first of them gives an exceptional 
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broker a chance of improving his service and saving him- 
self unnecessary work. When he is given a spot sale 
combined with a swop order to execute, most banks only 
expect to pay him one brokerage: if he suggests, and 
can effect, an “‘ Outright ’’ deal to the dealer who gave 
him the order, he is free to bring a third bank into the 
chain of transactions. An example to illustrate the 
point :— 

Bank A has bought Frs. 500,000 for delivery in three 
months time, so he tells the broker to ‘“‘ Sell spot and 
swop three months.’ The broker knows of a possible 
buyer (Bank B) of forward against sale of spot on the 
basis of the rates the broker has been quoting, and he 
also has an active clientele, both ways, at current spot 
rates; trom this following he selects Bank C as a probable 
buyer at the top of the market. If he can bring these 
threads together successfully the contracts he sends out 
record the following :— 


(1) A sells B forward three months: ‘‘ A’”’ bank dealer 
avoids the necessity for putting the Spot in and 
out, with consequently less work for his staff 

and less expense of cables, letters, and so on. 

(ii) B sells C spot: thus the broker has brought in 
the third bank “ C,”’ and considerably lightened 
his office work in the contracts which have to 
be sent out to confirm the transactions. 


The use of the technique here suggested means that 
the dealer first gets out of the part of the deal which 
involves his bank in the greatest degree of risk of loss due 
to adverse movements of exchange rates. In the old 
days this meant that the dealer must first protect himself 
against fluctuations in the spot rate. To-day, when the 
spot rate is so often controlled the primary need is protec- 
tion against fluctuations in the forward rate. 
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Matters of Law 


By Maurice Megrah 


“WT is a general principle of law when an act is done 
‘by one person at the request of another which 
‘act is not in itself manifestly tortious to the 


“ knowledge of the person doing it, and such act turns 
“out to be injurious to the rights of a third party, the 
“person doing it is entitled to an indemnity from him 
“who requested that it should be done.” This was the 
contention put forward in Dugdale v. Lovering (L.R. Io 
C.P. 196) by Mr. Cave, counsel for the plaintiff and was 


I 


acted upon by the Court and approved by the Earl of 
Halsbury, L.C. in Sheffield Corporation v. Barclay ({1905) 
A.C. 392). 


[ am further of opinion that when a person invested 
“with a statutory or common law duty of a ministerial 
‘character is called upon to exercise that duty on the 
‘request, direction, or demand of another (it does not 

seem to me to matter which word you use), and without 
“any default on his own part acts in a manner which is 
‘apparently legal but is, in fact, illegal and a breach of 
‘the duty, and thereby incurs liabilities to third parties S 
there is implied by law a contract by the person making 
the request to ket p indemnified the person having the 
‘duty against any lability which may result from such 
exercise of the supposed duty. And it makes no differ- 
‘ence that the rson making the request is not aware 
‘of the invalidity in his title to make the request, or 
‘could not with reasonable diligence have discovered it.’ 
[Thus Lord pred in the Sheffield Corporation case, 


stating the same thing in rather more precise and compiete 
terms. 

The Sheffield Corporatio # Case was a claim by the 
Corporation against a banker to an in inde ‘munity in respect 


of its acting on a tra nsfer of shares submitted to it for 
egistration by the banker, the transfer being later found 
to be a es tong ager House of Lords reversed the 
decision of the Court of Appeal and restored that of the 
Lord Chief Justice. L ord Davey’s judgment went further 
and suggested that a person who submits a transfer to the 
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registering authority warrants that the instrument is 
genuine. 

In the following year, _ Mr. Justice Kekewich 
was reversed by the Court of Appeal in Attorney-General 
v. Odell ({1906] 2 Ch. 47) in which it was held that a 
person bringing a transfer to the Land Registry affirmed 
and warranted it to be a genuine document and that he 
was not entitled to an indemnity under s. 7 of the Land 
Transfer Act, 1897 (N.B., the She effield Corporation case 
was decided after Kekewich J. had given judgment in 
Odell’s case). 

The proposition with which this article opened has 
never been altered or seriously questioned, and it was 
recently restated with approval by Lord Wright in a case 
brought before the Privy Council, viz. Secretary of State 
for India in Council v. Bank of India Limited ({1938] 

All E.R. 797). It was a case of a promissory note 
issued by the government of India belonging to an 
indorsee, one Gangabai. The note came with the owner’s 
consent into the possession of a broker who forged the 
owner’s endorsement to himself and then endorsed to the 
Bank of India Limited for value. The bank, acting in 
good faith, submitted the note to the government for 
renewal and received a renewed note in exchange. 
Gangabai, on discovering the broker’s fraud, sued the 
government of India in conversion and recovered damages, 
and the government then claimed from the Bank of India 
Limited an indemnity. 

Under the Indian Securities Act, 1920, s. 21 provides 
that notwithstanding anything in certain specified sections 
the prescribed officer may in any case arising 

(a) issue a renewed security upon the applicant 
giving the prescribed indemnity against the c = ge of all 
persons claiming under the security so renewed, 

(b) refuse to issue a renewed security ine such 
indemnity is given. 

In the present case the officer did not demand an 
express indemnity under s. 21 and, on the claim of the 
Secretary of State against the bank being refused, he 
demanded an indemnity as being implied from the nature 
of the transaction, contending that he was not debarred 
from relying on an indemnity implied under the common 
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law of India, which incidentally is identical with the 
common law of England. 

It had been successfully argued in the Indian Courts 
that the express indemnity given by s. 21 excluded any 
implied indemnity, but the Privy Council were unable 
to accept this view as they saw nothing inconsistent in 
the existence side by side of the two indemnities. 





A case embodying a point of mild interest to bankers 
was recently decided by the House of Lords. It was an 
income tax case, Paton v. Inland Revenue Commissioners 
((1938] 54 T.L.R. 504) and dealt incidentally with the 
question of the payment of interest on a bank advance. 
It had been decided by the Court of Appeal in Holder 
v. Inland Revenue Commissioners ((1932| A.C. 624; [1931] 
2 K.B. 81) that interest is paid when at the end of the 
accounting period it is debited to the account as an 
additional advance. It should be mentioned that the 
House of Lords did not touch on this question in con- 
firming the judgment of the Court of Appeal, but in 
Paton’s case Lord Atkin in very definite terms refused 
to accept the views of the Appeal Court in Holder’s case : 
‘The question is whether, when the charges are added 
“to the existing indebtedness at the end of one half- 
‘year and the whole sum brought down is a debit item 
‘at the beginning of the next half- year so that interest 
a charged on the last half-year’s interest, the charges 
“have been paid. The ordinary man would, I think, 
‘say that so far from being paid, they are added to the 
‘ordinary indebtedness because rl are not paid; 
‘and I see no reason why the law should say anything 
different.’’ His Lordship then went on to approve the 
statement of Russell J. in Jn ve Jawncey ({1926| Ch. 471) 
who was dealing with a mortgage deed which contained 
a provision for the capitalisation of interest. The Judge 
stated that: ‘‘In the case of such a provision as is 
“contained in the present deed, which enables the 
‘interest to be capitalised, the interest is not capitalised 
“because it is in fact paid, but because it has in fact not 
“ been paid.” 

A pretty argument might be put forward against this 
view, but seeing that it is the view of Lord Atkin, such a 
diversion would be purely academic. 


‘ 
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A.R.P. and Bank Records 


By a Correspondent 


OST of the banks have made up their minds 
about A.R.P. Much careful planning has ensured 
that safety shall come first, for the staff and the 

records. Schemes for the duplication of accounts have 
been formulated, and the copying or photographic 
appliances have been ordered. This is as it should be 
but it is not too late to consider what ought to be done 
with bank records. 

Because there are deep vaults and strongrooms in 
plenty, it has been felt in many cases that nothing more 
need be done about the storage problem, but one may be 
permitted to feel just a little uneasy about the problem 
of accessibility. If one must take a sledge-hammer to 
crack a nut, it must be remembered that it is often 
quite a large piece of work to lift the hammer off the 
nut. 

Let us pause for a moment to reflect upon the task 
that would confront us if a really large bomb fell on one 
of our tall city buildings, and effectively choked the 
entrance to the strongroom. Hours and perhaps days 
might be occupied in clearing a way to the stair- or 
lift-way, and the work might have to proceed to the 
dangerous accompaniment of further bombing attacks. 
Almost inevitably there would be a shortage of man- 
power to set about the task of retrieving the books. In 
the meantime a full measure of confusion could be 
expected. 

There may be those who feel that the confusion of 
war can scarcely be avoided in any case, and that the 
problem is not capable of an easy solution. To such the 
answer must be that they are right in both respects, 
but we may be overlooking certain elementary aids to 
security if we merely shrug our shoulders and decline 
to take advantage of the peculiar advantages of the 
English banking system. 

For, in point of fact, there is a way in which branch 
banking can provide a much more than sporting chance 
of self-preservation, and that is by spreading the risks 
over a wide area. It is unlikely, for example, that the 
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Chief Foreign Branch and the same bank’s branch at, 
say, Stow-in-the-Wold will both be razed to the ground 
on the same day. I see no reason, therefore, w hy that 
bank’s duplicate records should not leave the Foreign 
Branch by the night mail, and find a temporary home 
in the tin boxes at Stow-in-the-Wold. 

In the same way the necessary carbons of the letters 
and documents in the bank’s Trustee Department might 
go to the pleasant little town of Battle in Sussex. In 
fact, if the manager there thinks that they take up too 
much room, some of the copies could be despatched to 
Haverfordwest. A mathematician would probably agree 
that the survival rate of a bank’s records would be very 
high if it used such a haphazard selection of branches as 
I have mentioned here. 

This should be a very cheap way to distribute the 
risk, because, in any case, there is a daily letter from 
Head Office to all branches, and the duplication that is 
contemplated would not add materially to postage 
expenses. But there is a further advantage, which lies 
in the fact that if a centralised vault in the bowels of 
the earth is constructed specially for the purpose of 
housing rolls of films, or packets of papers, there is the 
grave danger of loss during transportation; the risk is 
admittedly small in peace time, but it may be quite 
serious in time of hostilities. 

In fact, when spreading the risks, consistency is 
likely to be an exceedingly dubious virtue; the more 
scattered the records, the better prospect ‘there is of 
recovering them intact. The duplicates can be called up 
by telegram, and be made available in a few hours. 

The principle here enunciated must be stressed 
applicable in yet another direction. It does not directly 
appear to concern the banks, yet failure to apply it may 

catch them unprepared unless it is realised in advance. 
I refer now to those cases where the bank has placed 
ma trust in some external copying service, such as is 
obviously the case where photographic specialists have 
contracted for the work. It is clear that the necessary 
operations should be performed in small unit factories 
rather than in one large building, where a whole day’s 
work may disappear in one disaster. 

Furthermore, if nothing happens to the factories, it 
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must be remembered that reproductions of documents 
will be wanted immediately there is a destruction of the 
originals. The possibility must be faced that at such 
times more than one office will be clamouring for its 
copies, and contracts should not on any account be 
siven to firms without evidence that the same thought 
that is being given by the banks to these problems has 
been given also by the firms concerned. Thus the 
practical application of A.R.P. by the banks must 
include inspection of the methods relied upon by its 
contractors. 


Utility of Life Assurance 
By F. G. Culmer 


N spite of the spectacular growth of life assurance in 
| recent years the British public as a whole is still 

inadequately assured. It was pointed out by the 
chairman of the Gresham Life Assurance Society at this 
year’s annual meeting that although the sums assured 
annually in the United Kingdom exceed £200,000,000, 
the average amount of life assurance per head of the popu- 
lation is less than £50. This is a long way short of what 
is generally reckoned to be the ideal standard. In 
the opinion of the “ Policyholder” the figure of new 
annual assurances aimed at should be £1,000,000,000, 
but at the present rate of progression it would take over 
60 years to reach that ambitious total. This would bring 
the average assurance per capita up to £250, a desirable 
state of perfection which, however, is no more than 
a remote possibility. 

Inasmuch as the maximum amount of life assurance 
on which the taxpayer is allowed a rebate of income tax 
in respect of his premiums is up to the extent of one-sixth 
of his total income, it may be assumed to be the opinion 
of the Legislature that every man should devote one-sixth 
of his income to life assurance. Theoretically this idea is 
a splendid one, which if it could be carried to a logical 
conclusion would give Great Britain pride of place among 
assured nations. Unfortunately it is imovossible to fix 

D 
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an arbitrary rule governing the extent to which people’s 
lives should be assured. Circumstances inevitably alter 
cases. Economic conditions are not always favourable 
for the writing of life assurance, besides which so much 
depends upon individual circumstances. The real purpose 
of life assurance is to enable one’s de a to maintain 
an effective standard of living, and so far as possible people 
should endeavour to assure their lives accordingly. 

Compared with pre-war times the present standard 
of ordinary life assurance shows a vast improvement in 
p oint of volume. In 1913, for instance, the sums assured 
in the United Kingdom were not more than £67,628,115, 
whereas 1n 1937 the net assurances by the home offices 
totalled approximately £246,000,000, in addition to which 
the business transacted in this country by the Dominion 
offices amounted to about £18,000,000. Between the 
boom year of Ig19, when the business total rose by 
£58,118,743 to £131,454,303, and 1932, progress was of 
an irregular character, and in that period of 13 years 
the total advanced by £32,694,318 to £164,148,681, or an 
average rise of £2,434,024 perannum. The last five years 
have witnessed much greater activity, the nite in 
sums assured being over £82,000,000, equivalent to 
a yearly advance of £16,400,000. During the last 19 
years the sums assured have aggregated to about 
£3,141,000,000, and over 9,000,000 policies have been 
issued, making an average of £349 per policy. 

The statistical life assurance returns re rio published 
by the Board of Trade do not give the figures for 1937, 
but I find that in 1936 the sums assured in the United 
Kingdom by the home offices totalled £216,751,340, 
representing an increase of {16,914,838 over 1935, and 
the number of policies issued rose by 30,899 to 564,939; 
while the overseas business of these offices amounted to 
£26,438,952. Estimating the business transacted by 
the home offices at home and abroad in 1937 at 
£246,000,000, it will be seen that the rate of progress 
last year was quite satisfactory. The dozen or so 
Dominion life offices operating in this country have 
acquitted themselves admirably. In 1936 they issued 


22,708 policies in the British Isles for total assurances 


amounting to {21,534,224. 
With regard to the assurances in force in this country 
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there was a total of 5,646,000 policies in 1935, assuring a 
total sum of £1,936,378,000. This was equivalent to an 
average of about £340 per policy, and represented an 
average sum assured of about {40 per head of the popula- 
tion. In 1930 there was an increase in the number of 
policies in force to 5,834,754, and in the sums assured to 
{2,061,319,797. With the further advance that was made 
in 1937, therefore, it may be reckoned that the average 
sum assured per head of the population has increased 
within the last two years by something like {1o. 

An analysis of the business effected shows that there 
is still a definite preference on the part of the public for 
with-profit assurances, and particularly for the endow- 
ment assurance element. In 1936 in the non-profit 
section there were in force 311,510 whole-life policies 
assuring £197,926,708, and 602,525 endowment assurances 
for £200, Ost, .437- In the with-profit section there were 
707,784 whole- life policies assuring £396,162,889, and 
3,900,932 endowment assurances covering a total of 
£969,359,395. lhe average amount per policy in the 
with-profit section remained virtually unchanged at 
about £300, while the average for non-profit advanced 
from £527 to £507 

The pe: ik in annuity business was reached in 1935, 
when the total purchase consideration amounted to about 
£14,700,000. In 1936 it was approximately {1,000,000 
less, and in 1937 there was a further drop in the figure of 
{2,100,000. the fact that during the five years to the 
end of 1936 the British public expended more than 
{69,000,000 in the purchase of annuities illustrates the 
large extent to which the latter came into favour at a 
time when owing to the low rate of investment interest 
it was impossible to secure anything approaching a 
comparable income from an investment in Stock Exchange 
securities. Many elderly people of moderate financial 
resources took the opportunity Ol sacrificing their capital 
in this way in order to obtain fixed incomes more nearly 
approximating to their individual needs. 

Annuities are subject to income tax excepting in 
cases where the annuitants’ income from all sources is 
less than the taxable amount, when the life offices are 
authorised by the Inland Revenue authorities to pay the 
annuity in full. I have never been able to understand 
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why instalments of annuity should be liable to income 
tax, for in effect, it isa tax upon capital. It isa particular 
hardship that old people who have sunk all their capital 
in an annuity, and have barely enough to live on, should 
have to bear this extra burden. In the United States 
they have a more equitable method of dealing with this 
matter. Annuity instalments are taxed only as to 
3 per cent. of the purchase price, the balance of the instal- 
ments being treated as capital repayments. In Canada 
annuity instalments up to {240 per annum are free from 
income tax. 

The United States has often been held up as a shining 
example of a well-assured nation, and there is some 
justification for it seeing that it can boast of an average 
amount of life assurance of something like {150 per head 
of its population. Canada, too, has an average of nearly 
f1oo. But in i. countries the agency system differs 
radic ally from our own, and in other ways conditions are 
dissimilar. For one thing the own-case agent who 
abounds in this country—the man who is allowed to 
take a commission on his own policy—is not tolerated 
in America, where the life offices are entirely dependent 
upon the services of full-time, Government licensed, 
agents. In one notable respect the English life offices 
have followed the lead of the American offices. The 
Family Income policy was fully established in popularity 
in the United States before it was introduced into this 
country in 1931. The family idea at once caught on 
with the English assuring public, and very soon the 
principle, with variations in application, was adopted 
by all the life offices. Indeed, so much support has been 
forthcoming for this type of policy that it has been the 
source of much of the increased volume of life assurance 
effected. 

The British life offices were not slow to realize that 
in the Family Income policy they had something out of 
the ordinary. In offering a nominal sum assured of 
£2,000 or even £3,000 at a cost not much higher than for 
an ordinary assurance of £1,000, they are offering an 
unusually tempting bait to the public, and the latter 
have been quick to recognize that they are getting excep- 
tionally good value for their money. The feature of the 
Family Income benefit is that it can be added to practic- 
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ally every type of whole-life or endowment assurance, 
being in the nature of decreasing temporary or term 
assurance. It provides a solution to a og se with 
which almost every man is faced sooner or later, viz. 
an increase in responsibilities without a eaauidiea 
increase in income. A small additional outlay for a few 
years enables a man to provide his family with an income 
in the event of his early death. The benefit takes the 
form of a guaranteed income during the first twenty years, 
and only becomes payable in the event of the death of 
the assured within that period. After twenty years the 
policy reverts to its permanent form, and is not affected 
in any way. Thus the assured is afforded the benefit 
of the greatest amount of life assurance at a time when 
he is least able to afford it. 

Income assurance, however, is not solely concerned 
nowadays with the Family Income policy. Since the 

radical change in investment conditions a few years ago, 
en the rate of interest obtainable on high class securities 
was reduced very considerably, people have been con- 
strained to think of capital more in terms of income. 
The substitution by the life offices in special cases of a 
guaranteed income for a capital sum payable at the 
assured’s death has widened the scope of life assurance 
and extended its sphere of utility in a very practical 
manner. Before 1931, when investors could earn an 
average 5 per cent. on gilt-edged securities, the idea had 
not occurred to people to provide for their dependants 
in the form of a settled income, partly, I suppose, because 
it was the invariable custom in those days for the proceeds 

f life policies to be received in lump sums, and also 
pl i to the greater investment facilities then within 
reach. 

In providing attractive schemes for income assurance 
the life offices are supplying an increasing public need. 
The Legal & General’s comprehensive personal income 
plans have deservedly attained a wide popularity. They 
embrace a retirement policy for a man, an income policy 
for his wife, and a joint assurance for both. A special 
feature of these policies is that the income benefit is 
payable to the recipients for the remainder of their lives 
after a specified age, but in any event it is guaranteed for 
twenty years. The joint policy secures an income for 
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life to the assured and his wife, commencing at a selected 
date, and continuing so long as either is alive, but in 
any case it must be paid for a minimum period of twenty 
vears. In the event of the husband dying before the 
selected date, the income is payable for twenty years 
certain, and thereafter to the widow for the rest of her 
life. The retirement policy is also applicable to female 
lives. 

The assuring public is offered a wide choice of policies 
with attractive options. Young men nowadays have 
facilities for so arranging their assurances that at the 
beginning they can have the maximum of whole-life 
protection, but retain the right to switch over to endow- 
ment assurance if they find afterwards that the investment 
element is of more importance to them. The Scottish 
Provident has an admirable form of guaranteed invest- 
ment scheme in connection with a non-profit endowment 
assurance, with a number of options at maturity. Instead 
of taking the sum assured of £1,000 in cash at age 65, 
the assured has the choice between an annual income 
for life of £93; an income of £50 per annum for life and 
£404 in cash, or £50 per annum for life and a payment of 
{612 at death. 

One of the chief attributes of life assurance is its 
flexibility and adaptability to all circumstances. So 
long as bonus s are sufficiently attractive there is no 
likelihood of the popularity of with-profit endowment 
assurances waning, and in spite of the low rate of interest 
the bonus outlook remains favourable. A most important 
factor in favour of life assurance is the rebate of income 
tax allowed on a policyholder’s premiums. Where a 
policyholder is entitled to rebate at one-half the standard 
rate the allowance is equivalent to a reduction of about 
II} per cent. on his premiums. This concession by the 
State enhances very considerably the investment value 
of life assurance, for it materially reduces the cost and 
creases the yield. 

The value of life assurance as a means of providing 
for death duties is undeniable, although as shown by the 
reports of the Commissioners of Inland Revenue, the 
proportion of life assurance in estates of a net capital 
value of {1,000 and upwards is relatively small. The 
tal net capital value of the estates falling due for 
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probate in the year 1936-37 was {£591,965,000, and the 
total amount of life assurance included was _ only 
£24,095,962. Obviously the disinclination of the wealthier 
classes to insure against death duties is directly due to 
the law which enables the Inland Revenue to inciude 
the sum payable at death in the total amount subject 
to estate duty, and thus in effect, recover a considerable 
part of the income tax rebate previously granted by the 
Legislature. Thus, a man who takes out a life policy 
expressly for the purpose of paying death duties and 
preserving his estate for the benefit of posterity, is adding 
to his death duties. The whole thing is wlogical. In 
America policies made payable to the Inland Revenue 
are exempt from death duties up to a maximum of the 
assured’s death duties. 

Group insurance continues to make good nage A 
in this country, the progress in industry during last year 
having been favourable to the movement. Life assurance 
plays an important part in house purchase plans. In 
addition to the life offices’ own individual schemes, the 
building societies’ advances on mortgage in recent years 
have amounted to between £130,000,000 and {140,000,000 
a year. In many instances the | life offices and building 
societies work in close association. The life office for a 
single premium issues a policy on the life of the borrower 
for a sum which, in the event of the death of the borrower 
during the mortgage period, automatically liquidates the 
outstanding mortgage debt, and the deeds of the house 
are delivered to the borrower’s legal representative 
without further payment. Additional security is thus 
given to the building society as well as assisting the 
borrower. Ina great variety of other ways lite assurance 
functions admirably for the assuring public, and in its 
general utility forms an indispensable part of the social 
system. 


Fire and Accident Insurance 

By a Correspondent 
HE composite insurance companies can generally 
look back upon 1937 with satisfaction. So far as 
this country especially was concerned, and also for 
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the most part throughout the British Empire, economic 
conditions were favourable for the transaction of most 
classes of insurance business and the leading companies 
had an aggregate premium income of {£105,718,005, 
showing an expansion over the previous year of £6,100,485, 
compared with an increase in 1936 of less than £2,000,000. 
The underwriting experience was successful, total profits 
earned amounting to approximately {£8,584,o00, an 
increase on the year of about £194,000. 

Fire insurance results showed a great improvement 

last year, the companies mostly havi ing record profit 
ratios on substantially larger premium incomes. Total 
premium receipts were £38,892,428, representing an 
increase of {£ 1,777,479, ee net underw riting profits rose 
by £599,790 to £5,077,819. As regards individual results 
it will be seen from the table on p. 44 that 16 out of the 
Ig companies earned an increased volume of profit, 
whereas last year in the corresponding table 14 companies 
showed a considerable decrease. 

In Great Britain and the United States estimated 
fire losses last year as compared with 1936 were materially 
reduced. In the United Kingdom the total of £9,529,000 
was less by {1,368,000 than that of the previous year, 
while the American total of £56,944,019 showed a decline 
of £1,727,430. These are direct capital losses occasioned 
by ‘fire, ‘and do not include revenue losses in respect of 
loss of profits consequent upon interruption of business 
through fire. A fire policy, of course, only provides an 
indemnity in respect of the actual fire damage to buildings 
and their contents. An additional loss of profits policy 
is essential because it safeguards the assured against 
standing charges (i.e. rent, rates, insurance premiums, 
salaries, etc.), and the net profit that would have been 
earned if there had been no fire. One possible result 
from a fire may be a restriction or cessation of output, 
with increased costs of working during rebuilding of the 
premises, besides the expense incurred in replacing essen- 
tial machinery and materials. Obviously business men 
require to cover themselves in respect of these liabilities. 

The public is still benefiting from the progressive 
reduction in the cost of fire insurance. It may not be 
generally realised that since the beginning of the present 
century the average fire rate in the United Kingdom has 
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declined by approximately 30 per cent., while abroad, 
too, substantial reductions have also taken place in 
premium rates. As the chairman of the Royal Insurance 
Company has pointed out, this advantage to the insuring 
public arises very largely through the efforts which 
insurance companies are constantly making, collectively 
and individually, through their technical experts towards 
the reduction and prevention of fire waste. 

Until recently, activity of trade at home with a 
resultant buoyancy of prices and increase in stocks, 
necessitated adjustments of insurance cover with conse- 
quent benefit to the insurance companies, although 
numerous instances are said to exist where people have 
failed to provide themselves with sufficient insurance. 
Generally speaking both home and foreign business has 
contributed to the increase in premium incomes, but the 
downward tendency in premium rates has had the 
etiect of restricting somewhat the growth in the volume 
of premiums. In the United States business was affected 
by a decline in trade during the closing months of the 
year, but the outcome of the whole period was an increase 
in premium incomes, while the loss experience was favour- 
able. Canada showed an increase in premium receipts 
for the first time for several years, accompanied by losses 
of a moderate character, and the business in Australia 
and New Zealand is reported to have been in a healthy 
condition. Good progress was made in the general 
foreign field, in spite of the excess of nationalism that 
was exhibited in some countries and _ depreciated 
currencies. 

Adverse factors have, of course, been the disturbed 
political situation in Europe, the continuation of the civil 
war in Spain and the hostilities in the Far East. China 
and Spain have usually been prolific sources of business 
for the British insurance companies, but business in 
these countries is now virtually at a standstill. As the 
companies do not cover war risks, they should not be duly 
affected in the matter of losses. There is ample reason 
for the refusal of the companies to undertake war risks 
at home, but although that reason has been fully explained 
it is a matter over which considerable misapprehension 
appears to have arisen. As a matter of fact, there has 
been no change of policy by the insurance companies. 
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They never did undertake this risk, and all they have 
done recently is to make this clear to their clients by a 
uniform wording of the relevant policy condition. It 
would be impossible for the companies to estimate in 
advance the premiums required to meet the risk, and the 
ess would create a liability which 


acceptance of such busin : 
It ro a serious drain on the funds 


might conceivably resul 
of the stockholders. 





Increase Ratio to 
Underwriting or Pre- 
Profit. Decrease miums. 
{ t . 
Alliance ha fii ole 432,613 77,961 19°88 
, <i ates i ft 
Atlas .. as a4 174,713 752 9°70 
Commercial Union a We 575,149 87,408 10°55 
Eagle Star me — ag 89,000 15,027 [0°90 
Employers’ Liability .. na 37,352 9,590 gO 
General Accicet 153,212 47,450 25°42 
Guardian ve py 17,91 a OF 
L lverpool re B oasihae ra Globe 22 244 II,250 10°75 
London Assurance ane as 8 32 9,005 Qg:O 
London & Lancashire. . nh 366 720 ; 9,518 13°23 
North British & Mercantile 6s 4iI, 282 9,197 10°4Q 
Northern 212,052 33,258 IT +00 
Norwich Union ated > 169,204 SO,6G0 g°7! 
Phoe 272,053 18,565 9°90 
Roy Exchange ey , 176,939 5,900 2°15 
Royal .. 4 sa ‘ah 625,499 25,504 I+ 35 
Scottish Union & National .. 116,406 18,943 11-73 
Sun 259,426 59,379 12°Q6b 
X } . : . 2 ‘i 
( 142,825 25,902 15‘97 


The accident departments of these companies which 
embrace varied classes of business assume considerably 
larger dimensions, the aggregate premium income last 
vear amounting to £57,763,354, which exceeded the 
previous year’s total by £3,536,304. The nature of the 
business lends itself to a lower profit ratio than fire 
insurance, but the total underwriting profit rose by 
£54,535 to 4£3,036,760, which was a very creditable 
achievement. With the march of time motor insurance 
business has expanded so rapidly that it is now the largest 
and most important constituent element of the accident 
account, and it is certainly the most problematical, with 
the increasing cost of claims settlements presenting such 
a cause of anxiety. In the last seven years the average 
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cost of motor claims has risen by over 50 per cent., and 
in view of the fact that the courts are now awarding heavy 
damages for the loss of expectation of life in cases of fatal 
injury it has become a matter of serious consideration 
whether the companies will not eventually be compelled 
to raise their premiums. 

According to official returns there was a slight increase 
in the number of deaths on the roads last year, while, on 
the other hand, there was a decrease in the number of 
people injured. The insurance companies have given 
considerable assistance to the Minister of Transport in 
helping to devise means for greater road safety, and 
Select Committee of the House of Lords has the matter 
under consideration. The strict enforcement of new 
traffic rules and regulations would no doubt go far to 
alleviate the toll of the road, but the present appalling 
state of things will not be effectually remedied until the 
public learn to make a more rational use of the roads. 
It is altogether beyond belief that such a wholesale 
jeopardising of life and limb should be tolerated. 

At this year’s annual meeting of the Phoenix Assurance 
Company the chairman made some pertinent remarks 
anent the Law Reform Act, which governs the payment 
of compensation for loss of expec tation of life. He 

nticipated that this would result in an average addition 
per cl: um of something like £ 300. It followed that the 
motoring public would have to bear an additional cost of 
£600,000 for claims over and above the amount, which 
would otherwise have to be paid. Some people assumed, 
he said, that this was to be found by the insurance 
companies. In the first place it might be so, but motorists 
had to pay the premiums, and they would have to pay 
this addi itional amount. In the meantime, the already 
slender margin of ers now derived from motor in- 
surance business would be rendered even more meagre 1n 
the future. 

Non-motor third party claims are becoming increasingly 
onerous, and as loss of expectation of life also applies to 
ordinary third party risks the position would seem to 
presi ige a keener selection of risks, if not, indeed, a revision 
of rates. Workmen’s Compensation bristles with diff- 
culties of a similar character. It is hoped, however, that 


the frequency of industrial claims will be minimised as a 
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result of the greater degree of safety aimed at by the 
Factories Act of 1937, which came into force on July 1 
Personal accident insurance, for which there is an in- 
creasing demand, offers good scope for exploitation. 
Burglary insurance is universal, and premium incomes 
have been on the increase, but jewel robberies have been 
startlingly frequent, and they may have affected insurers’ 
margin of profit. 

Increase Ratio to 


Underwriting or Pre- 
Profit. Decrease. miums. 
Accident and General— f£ f » 
Alliance 137,220 25,350 9°62 
Atlas a 51,039 14,564 8-02 
Commercial Union 362,257 — 62,7606 4°43 
Eagle Star is 24,520 — 82,649 0°93 
Employers’ Liability 115,120 78,996 ‘Woe | 
General “meee 345,583 60,291 3°95 
Guardia a 62, 74 61,533 4°96 
“pant I London & G rlobe 491,3 +- 261,213 10°03 
London Assurance... és 38 078 - 5,311 7°O 
London & Lancashire. . s 100,629 6,396 3°99 
North British & Mercantile .. 143,055 5,030 10°62 
Northern ie a oe 140,714 + 22,630 7°8 
Norwich Union a ns 87,862 + 10,181 5°91 
Phoenix wf aa $3 191,433 + 29,040 4°7 
Royal Exchange a ‘i 63,842 + 2,158 5:2 
Royal .. ” és on 470,701 + 130,054 8+25 
Scottish Union & National .. 22,409 — 46,307 6°93 
Sun ai ah Ah ae 134, a + 20,634 7°25 
Yorkshire - si ai 23,843 — 5,042 1-62 


Marine insurance business generally increased in 
volume last year, total premiums showing an advance of 
£1,554,183 to £9,839,702, but it proved less profitable, 

inderwritin 1g profits declining by about £160,000 to 
cnneciiaialaly {470,000. An increasing number of 
casualties at sea have resulted in more claims in respect 
of both cargoes and hulls, while an increase in the cost 
of repairs has enhanced the volume of hull claims. This 
was partially countered by an advance in hull rates, but 
the latter had been successively reduced in recent years to 
a very low level, and much leeway has, therefore, to be 
made up in this direction. The same applies to cargo 
rates, and once more we hear of the necessity for 
greater co-operation among underwriters. 

From a shareholder’s point of view the position of th« 
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composite insurance companies is very satisfactory. 
The total amount distributed last year in dividends and 
debenture interest was {7,842,062, of which all 
except £532,291 was provided out of net interest 
revenue and the shareholders’ proportion of the life 
profits. Thus, of the aggregate net underwriting profit 
of £8,584,376, only the small amount of £532,291 was 
required to make up the balance of the dividend cost. 
leaving over £8,000,000 available for strengthening the 
reserves—an immensely strong position. There have 
been several increases of dividend, and no reductions 
Share values have fallen during the year as a result of the 
general market depression, but the market has benefited 
by unit trust support, which may be reckoned with as a 
permanent factor, and present yields are by no means 
unattractive, combined with the sound security offered. 

This article would scarcely be complete without a 
final word of protest against the unfair imposition of 
National Defence Contribution upon the interest earnings 
as well as the profits of the composite insurance com- 
panies, which is equivalent to an additional income 
tax. It has cost 13 of the companies a total of £522,252. 
The other six companies make a combined return of 
National Defence Contribution and income tax. The 
liability for the a in respect of income tax was 
{1,880,352. Originally N.D.C. was designed as a tax on 
an increase in trading profits. Now it is charged upon 
all profits, and further for the purpose of the operation 
of the tax the interest income upon the investments of 
general insurance companies is held to be part of the 
trading profit. Other trading concerns are exempt in 
respect of the investments. The Chancellor of the 
Exchequer has ignored all the representations made to 
him for an adjustment of the grievance. No wonder 
that it rankles among the insurance companies. 


Appointments and Ketirements 


Bankers Trust Co. 

Mr. G. Pagnamenta, who for the past four and a half 
years has been Manager of the London Office of the 
Bankers Trust Co., has been elected a Vice-President 
of the Bank. 
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Barclays Bank (D. C. & QO.) 

Mr. E. L. Jackson, a General Manager in South Africa 
of Barclays Bank (Dominion, Colonial and Overseas), has 
been appointed to a seat on the South African Board. 
He retains his position of General Manager. 

Mr. R. B. Edwards, a General Manager in South 
Africa, who has retired on pension, has been appointed 
to a seat on the London Committee of the Bank. 


British Linen Bank 

Mr. W. F. Black, Deputy Manager at the London 
Office of the British Linen Bank, has retired after fifty- 
three years of service. Mr. Charles Kershaw Jordan, 
hitherto Accountant, has been appointed to succeed 
him as De ag A Manager. 

A native of Troon, Mr. Black entered the service of 
the Bank there in April, 1885. In 1891 he went to 
Glasgow, and in 1895 was transferred to London Office, 
where he remained for fourteen years. In Igog he was 
appointed Accountant at the Bank’s important Branch 
in West George Street, Glasgow. After four years there 
he was promoted to the Head Office, and was attached 
to the Inspectors Department for six years, until he was 
appointed Joint Agent at West George Street, Glasgow, 
Branch. In October 1924 he returned to the London 
Office as Deputy Manager. 

Mr. Jordan entered the London Office as an appren- 
tice thirty-five years ago, and has graduated through the 
various stages to his new position as Deputy Manager. 


Lloyds Bank 

Mr. J. H. Newton has retired from the position of 
Staff Controller, Lloyds Bank Limited, Bristol and 
South Wales District, after 48 years of service. Mr. 
Newton was born in 1873 and educated at Bedford 
Modern School. He ‘coined the Staff of Lloyds Bank at 
Wolverhampton in ie, Four years later he was 
transferred to Wind Street, Swansea. In 1898 he was 
appointed to the Inspection Staff at Head Office, becoming 
an Inspector in 1910, and Staff Controller in Ig2r. 
Mr. Newton is a Fellow of the Institute of Bankers. 

Mr. S. T. Blink has retired from the post of Manager 
of Lloyds Bank Limited, Great Yarmouth. Mr. Blink 
was born in 1878 and educated at Northgate School, 
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Lincoln, and privately. He joined the Capital and 
Counties Bank in 1896 at Jersey. He was transferred 
to Malmesbury in 1897, and to Wellingborough in 1906. 
He joined the Advance Department, and became an 
Inspector in 1912. In 1920, after the amalgamation 
of the Capital and Counties Bank with Lloyds Bank, 
Mr. Blink became Manager of Lloyds Bank at Great 
Yarmouth. 

Mr. J. S. Hughes has retired from the position of 
Manager of Lloyds Bank Limited, Cardigan. Mr. Hughes 
was born in 1875 and educated at Blaenffos Board School. 
His first banking appointment was with Lloyds Bank 
Limited at Pontypridd in 1893. He moved to Carmarthen 
in 1904, was transferred to Whitland in Ig1o and returned 
to Pontypridd in 1911. He was appointed Manager at 
Cardigan in 1919. Mr. Hughes is Hon. Treasurer of 
several local institutions. 

Mr. H. E. Wyatt has retired from the post of Manager 
of Lloyds Bank Limited, Broadstairs. He was born in 
1875 and educated at Dawlish in Devon. He entered 
the Devon and Cornwall Bank in 1891 at Seaton and 
was appointed Manager there in 1g04. After the amalga- 
mation of this Bank with Lloyds Bank, he was appointed 
Manager at Broadstairs in 1916. Mr. Wyatt is Treasurer 
of several local institutions, and served during the war 
as a coast watcher in Devon and special constable in 
Thanet. 

Mr. H. J. Caws has retired from the position of Joint 
Manager, Lloyds Bank, Limited, Commercial Road, 
Portsmouth, and also Fratton Bridge and Milton branches. 
Mr. Caws was born in 1880 and educated at Bishop’s 
Stortford College. His first appointment was with the 
Capital and Counties Bank at Biggleswade in 1895. 
After serving at High Wycombe, Bristol, Southsea, 
Petersfield and Epsom, he was in 1915 appointed to the 
Inspectors’ Office at Head Office, and after the absorption 
of this Bank by Lloyds Bank, he joined the Inspection 
Staff at the Head Office of Lloyds Bank in 1919. He was 
appointed Manager at Portsmouth in 1920. He is a 
Past President of the Portsmouth and Gosport Incorpo- 
rated Chamber of Commerce, and is Vice-Chairman and 
Hon. Treasurer of the National Savings Association Local 
Committee and several other local bodies. 
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Midland Bank 

The Directors of the Midland Bank Limited regret 
to announce the resignation owing to ill-health of Mr. 
Frederick Hyde from the position of Managing Director, 
after 53 years of highly valued service in the Bank. 
Mr. Hyde will retain his seat on the Board. 

The Directors also announce that they have elected 
Mr. Herbert Arthur Astbury a Director of the Bank and 
appointed him Chief General Manager. Mr. Gerald Percy 
Alexis Lederer has been appointed Assistant Chief 
General Manager, and Mr. Clarence Thomas Albert Sadd 
has been appointed Deputy Assistant Chief General 
Manager. 

Mr. Hyde was born in 1870, and started his banking 
career with the Derby Commercial Bank in 1885. 
This Bank was taken over by the Midland Bank in 18go. 
On the absorption of the Central Bank of London in 1891, 
when the Midland Bank entered the London banking 
field, Mr. Hyde was transferred from sgt to the new 
Head Office in London. His outstanding ability brought 
him speedy advancement, and he played an important 
part in the many amalgamations carried through. He was, 
in particular, re sponsible for co-ordinating the accounting 
methods employed by the various banks, and for institut. 
ing the present system of branch control and accounting 
wh ich has been taken as a model by many large banks 
operating overseas. In 1909 Mr. Hyde was selected by 
Sir Edward Holden as one of the General Managers of 
the Bank, and on the death of the latter in 1919, he was 
ap pointed a Joint Managing Director. For the past 
nine years he has been sole Managing Director, and has 
also held the position of Managing Director of the Midland 
Bank Executor and Trustee Company, formed in 190g 
as an affiliation of the Bank. Mr. Hyde has long been 

regarded as a leading authority on all matte TS concerning 
his profession, and his evidence before the ‘“‘ Macmillan ’ 
Committee on Finance and Industry in 1930 was an 
outstanding contribution to general knowledge of banking 
practice. 

Throughout his career Mr. Hyde has been an en- 
thusiast for the technical training of bank officers. 
He himself passed the examinations of the Institute of 
Bankers as a young man although at that time com- 
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paratively few bank officials thought it desirable to 
seek professional qualifications. He was President of the 
Institute from 1927 to 1929, and has also been President 
of the Manchester and District Bankers’ Institute. 
Mr. Hyde has always taken a deep personal interest in 
both the work and outside activities of the staff, and 
his quality of human sympathy, coupled with his genius 
for banking and his immense experience, has made him 
an outstanding figure in the world of finance. 

Mr. Astbury was educated at King Edward’s School, 
Birmingham. He entered the service of the Midland 
Bank in 1892, and spent his first two years with the Bank 
at New Street, Birmingham, which was then the Principal 
Office. He gained further experience at a London branch, 
and in the Head Office as a Branch Superintendent, and 
later held managerial positions at Cardiff, Derby, Leicester, 
and Birmingham. U pon the death of Sir Edward Holden, 
the former Chairman and Managing Director, Mr. Astbury 
was in 1920 recalled to the Head Office and appointed an 
Assistant General Manager. He became a Joint General 
Manager in 1924. Mr. Astbury also passed the Institute 
of Bankers’ examinations early in his career, and has 
always given the utmost encouragement to the junior 
members of the staff to qualify in every way for the 
important work that lies before them. Since 1932 he 
has been an active member of the Council of the Institute 
of Bankers. 

Mr. Lederer was born in Liverpool in 1885, and 
educated at the Liverpool Institute. He entered the 
service of the Bank in 1899 at the Dale Street, Liverpool, 
branch, and was appointed Assistant Manager there in 
1911. He became Assistant Manager of the Threadneedle 
Street Branch, London, in 1921. He visited the United 
States in 1925, was appointed Assistant General Manager 
in 1926, and became a Joint General Manager in 1929. 
Mr. Lederer was for some years a Member of the Council 
of the Liverpool and District Bankers’ Institute. He is 
also a Life Fellow of the Institute of Bankers, London, 
and has been a Member of the Council since 1935. He 
served in the war in France and Belgium, and was 
awarded the Military Cross in 1916. Mr. Lederer is a 
keen golf player, and a Member of the Stoke Poges Club 
and Woking Golf Club. 
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Mr. Sadd was born in 1883, and educated at Fallow- 
field and Manchester University. He entered the service 
of the Bank in Manchester in 1898. After gaining 
further experience at Liverpool and Birmingham, he 
was in 191g appointed Manager of the Brighton branch. 
He remained there until 1922, when he became in turn 
Assistant Manager, Joint Manager and subsequently 
sole Manager of the Granby Street, Leicester, Branch. 
He was transferred to the Head Office in 1933 upon his 
appointment as Assistant General Manager, and became 
a Joint General Manager in 1936. Mr. Sadd served in 
the Great war, and is still a Major in the Territorial 
Army Reserve. While in Leicester he was appointed 
a Justice of the Peace, and since coming to London 
has been appointed a Justice of the Peace for the County 
of London. He is a member of the Executive and 
Finance Committee of the Association of British Chambers 
of Commerce, and is also on the Committee of the 
International Chamber of Commerce. His name appears 
in the recent Birthday Honours List as receiving the 
order of C.B.E. 


National Bank of Australasia 

The National Bank of Australasia announces that 
Sir James A. M. Elder, and Sir Frank G. Clarke have 
been re-elected Chairman and Vice-Chairman respectively 
for the ensuing year. 


National Provincial Bank 

Mr. Richard Durant Trotter has been appointed 
Director of the National Provincial Bank. Mr. Trotter 
is Chairman of the Provincial Bank of Ireland, and a 
Director of the Alliance Assurance Company, Monks 
Investment Trust and the National Bank of New Zealand. 





American Banking 


By a Correspondent 
DN excess bani reserve the rapid expansion of 


excess bank reserves under the programme an- 
nounced by President Roosevelt on April 14, 
there has been a steady deflation of outstanding bank 
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credit. The tendency of bank earning assets to decline 
has been accelerating in May, and the prospects are for 
a still further shrinkage of loans over the next few 
months. The following table, which compares the position 
of the reporting member banks of the Federal Reserve 
System in ror leading cities of the country on June I, 
1938, with the position both a month and a year earlier, 
shows what is happening : 
(In millions of dollars 
Increase or decrease 


since 
June, April 27, June 2, 
1935 1935 1937 

Demand deposits adjusted a 14,589 9 ~~ 685 

Deposits of foreign banks .. pod 315 - 22 245 

Total loans and investments - 20,5360 308 1,622 
Commercial, industrial and agricul- 

tural loans 5 ae a3 3,992 195 - 278 
Loans to brokers and dealers on 

securities .. Bs sh ai 603 49 - 730 
U.S. Government securities, direct 

and indirect zi aa a 9,255 t+ 69 - 188 

Other securities Me. a a 2,947 124 — 197 

Reserves oa ; ; secs 6,252 t+- 192 + 974 


The current total of loans and investments of these 
banks is now the smallest since December, 1935. As will 
be seen, nearly two-thirds of the drop of $308 millions, 
which took place between the end of April and the 
beginning of June, was in business loans. This move- 
ment shows every sign of continuing. There is no 
disposition on the part of industry and commerce to 
increase its borrowing; the seasonal trend is normally 
downward until the end of July, and such new financing 
as is coming on the market is largely for the purpose of 
tunding existing bank loans. The opportunity which the 
banks had in previous periods of declining loans to 
maintain their earning assets by increased purchases of 
_ stig semen securities 1s lacking at the present time. 

fhe Treasury, in order to pump out additional reserves, 
is currently retiring its outstanding bill issues at the 
rate of $50 millions a week, using for the purpose the 
remaining proceeds of its recent desterilisation of 
$1,400 millions of gold. Thus the outstanding supply of 
government securities is being diminished. The fact 
that the banks managed to increase their holdings of 
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‘ governments ’’ at all means that they took them out 
of the hands of non-banking holders. 

In this situation the problem of bank earnings is 
again becoming acute and the question has been raised 
whether a new wave of dividend reductions in the banks 
may not be close at hand. It appears that second 
quarter dividends will, for the most part, be unchanged ; 
but unless there is an unlooked for turn in events later 
payments will not be so easily forecast. 

There was a further contraction of industry and 
trade in May, indicating an early termination of the 
Spring season. Every indication points to an excep- 
tionally dull Summer in which the index of industrial 
production is almost certain to decline to a new low level 
for the depression. This prospect has been generally 
accepted and the hope now is that recovery will start 
in the Autumn. It is, however, distinctly a hope. The 
spending-lending programme hz 1d reached the final stages 
of legislative enactment by the first week in June, but 
there was a growing realisation that the actual spending 
would be slow in starting. It is unlikely that more 
than $1,500 millions of the total of around three times 
that amount can be spent in this calendar year, leaving 
the larger part to be spent in the early part of next 
year. Accordingly if the Autumn business recovery does 
materialise, we shall again be confronted with the 
condition of government spending operating to over- 
stimulate a rising trend, rather than to check and 
reverse a downward phase in business. If recovery is 
dependent upon Government spending it is likely to be 
deferred until late in the year or even until next Spring. 

In view of the continued depression and the aggra- 
vated fall in commodity prices there has been renewed 
discussion in financial circles of the possibility of further 
dollar devaluation. Most of this talk is stimulated by 
rumours from the European markets and it has failed 
to arouse much interest here. The prevailing view 
is that the Administration could expect little or no 
benefit from another cut in the gold value of the dollar 
at this time, and that it is not therefore likely to resort 
to that measure. On the other hand, should the Autumn 
recovery fail to materialise, so that business conditions 
became worse and the Administration found itself in 
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more de sperate need of a dramatic gesture, then recourse 
to devaluation might easily be taken late in the year. 

The President has it within his discretion further to 
reduce the gold content of the dollar at any time up to 
June 30, 1939, by an amount somewhat less than one- 
sixth. The present weight of the dollar is equal to 59:06 
per cent. of its former gold content and it may be 
brought down to 50 per cent. of the old value. Reduction 
to the full limit permitted would yield the Treasury 
a new gold “ profit ’’ of about $2,300 millions. 

Apart from possibly stirring up a brief new “ inflation 
scare ’’ in the financial markets, it is hard to see how 
further dollar devaluation at the moment would improve 
the domestic situation. However, buyers are still holding 
off, stocks of goods are being reduced and, after this 
process has continued a few months longer, it is con- 
ceivable that cutting the price of the dollar might 
provide the push that would start new buying and force 
prices up. Ii this is a correct view, the current rumours 
of devaluation can be laid aside for the moment, but 
the idea may well be kept in mind for some months 
hence. 

The feud between business and financial leaders, on 
the one hand, and the New Deal Administration on the 
other hand, which is a vital factor in the existing 
depression, continues as uncompromising as ever. There 
have been few open hostilities lately, and even some 
moderately conciliatory gestures from the Administra- 
tion’s side—especially with re spect to the attitude of the 
Securities and Exchange Commission toward the Stock 
Exchange and the public utilities. The distrust of the 
Government on the part of business is, however, too 
deep to be moved by these gestures. Even the good 
effects of the recent tax bill, which virtually did away 
with the undisturbed profits levy and mitigated the 
capital gains tax was lost by reason of the President’s 
open opposition to the measure. 

Probably there will be no change in this situation 
unti! after the Autumn Congressional elections are out 
of the way. Should the President lose ground in them, 
it would stiffen the business opposition to him, but 
might also lead to an improvement in sentiment on the 
theory that the influence of the New Deal was waning. 
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Should the Administration come off well in the elections 
it may be expected that business and financial leaders, 
realising that they have little hope of a change of 
government, will again try to make the best of things. 

Opinion on the likely course of the elections is still 
highly uncertain. It is apparent that the President has 
lost popular support, but it is also apparent that he 
still retains the majority of the people on his side. He 
has had some reverses in the primaries within his own 
party, but, since the defeat of the reorganisation bill, 
he has been able to obtain pretty much what he wanted 
from the Congress. Politically, as well as economically, 
the outlook is for nothing decisive until the Autumn. 
At that time the country must either pull itself out of 
its present rut or face a very critical situation. 


French Banking 
By M. Mitzakis 
Ton large repatriations of capital which followed 


the new devaluation of the franc, and which at 

one time exceeded Frs. 20 milliards (about 

{110 millions) were interrupted for various reasons 
before the end of May as a result of the events in Czecho- 
slovakia and the aggravation of the trade depression 
in the United States. There was also some uncertainty 
about the social and financial policy of the Government, 
which was rightly or wrongly accused of lacking firmness 
in its decisions and speed in the elaboration of the decrees. 
However it may be, the tendency of the franc was 
reversed on May 23, when there was some outflow of 
capital. In face of this, the Stabilisation Fund felt 
compelled to relax its control, and the sterling-franc 
rate advanced from 177-60 to 178-60. This was followed 
a few days later by some recovery. The dollar described 
a similar course, and after some fluctuations the pound 
settled on June 15 to 178-40, and the dollar to 35°95. 
Money rates, which declined sharply until May 15, 
when day to day loans were down to } per cent., had 
risen once more by the end of May. There was, however, 
evidence of monetary ease, in spite of the issue of the 
National Defence Loan of Frs. 5 milliards and of the 
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issue of loans by the City of Paris and the Government 
of Indo-China. 

March 31 April 30 May 31 











% Yo % 
Bank of France rediscount rate .. i 3 3 24 
Market rate of discount .. st - 34 33 - 
Day-to-Day money 23 23 1} 


Loans on Bons de la Dé ‘fense Nation: ile — 
Market rate for one month 3 
Market rate for 3 months a sc 3} 3} — 
Rates on loans on securities :— 
On the Parquet 2 
On the Coulisse a3 ‘ 7 

It is worth noting that there were no quotations 
for market rates of discount and for loans on Bons de la 
Défense Nationale between May 4 and May 31. Alter 
the end of May day-to-day loan rates advanced to 2 2+ per 
cent. 

The devaluation of the franc on May 5 was not 
accompanied by a revaluation of the gold reserve. For 
this reason the Bank of France returns did not indicate 
any fundamental changes. 
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RETURNS OF THE BANK OF FRANCE. 1938 1938 1938 
ASSETS (in millions of francs) 

Percentage of gold cover - »» — 45°84% 45°53% 47°13% 
Gold Reserve ae ‘ ve 55,806 55,500 55,507 
Foreign Exchange reserve : (total) ae 822 794 750 
Discounts (total) ‘2 “) "e ks 10,504 10,677 7,545 
Advances on securities .. 8 a 3,825 3,078 3,550 
Advances up to 30 days .. - ve 997 i 414 337 
Bonds of the Caisse Autonome .. bis 5,575 53579 50575 
Lent without Interest to the State 3,200 3,200 3,200 
Provisional advances to the State— 

(a) Regularisation of previous advances 12,084 12,084 12,084 

(5) Provisional Advances -s 10,000 10,000 10,000 

(c) New advances (agreements of June 

30, 1937, and March 22, 1938) .. 16,490 15,050 15,050 
LIABILITIES 

Note circulation .. ‘ fe 98,094 98,959 I0I,077 
Current and deposit acc counts (total) 23,042 23,014 17,340 

of which— 

Treasury - -" ie 26 21 405 

Caisse Autonome a xs 2,200 2,255 2,562 

Private Accounts i ay ee 21,312 21,232 14,221 
Total of sight liabilities .. ca a 121,737 122,574 I15,423 
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The bill portfolio declined by more than Frs. 3 milliards 
during May. The repatriation of capital also led to 
the reduction of 30-days’ advances, which are now below 
Frs. 350 millions. The most important change in the 
Bank return was a decline in private current accounts by 
more than Frs. 3} milliards, which was due in part to 
the purchase of foreign exchange and gold by the Ex- 
change Stabilisation Fund. A decree issued on May 19 

authorised the Finance Minister to grant to the Stabilisa- 
tion Fund non-interest-bearing advances. This means 
that the Fund will no longer be limited in its intervention 
by the amount of its initial resources of Frs. 14 milliards. 
The Government is also authorised to transfer to the 
Exchange Stabilisation Fund the resources of the special 
fund for the support of rentes. 

Technically this arrangement will make for greater 
elasticity than the system which has existed until now, 
for it will not lead to a too sudden deflation as a result 
of a buying pressure on the franc. In case of a weakness 
of the franc the Stabilisation Fund would have to sell 
its gold and buy francs, and would be in a position to 
re-imburse its advances to the Treasury instead of 
transferring the proceeds to its current account with 
the Bank of France, thereby increasing sight liabilities 
and reducing the note cover. The secrecy of the opera- 
tions of the Stabilisation Fund would also be better 
safeguarded, since well-informed financial circles followed 
very closely the fluctuations of Bank of France current 
accounts and were able to infer interesting conclusions 
from them. The only criticism which would be raised 
against this system of camouflage is that it might lead 
to the lending of funds by the Treasury to the Stabilisation 
Fund by means of borrowing from the market, and this 
would result in a setback in ‘the tendency towards easier 
money conditions. Should the repatriations develop 
satisfactorily, however, nothing would prevent the trans- 
fer to the Bank of France of part of the gold previously 
ceded to the fund for the support of rentes. 

On May 25 the Daladier Government published its 
second batch of decrees, based on the Law of April 12, 
authorising the Government to take measures by decree 
for the requirements of national defence and for economic 
and financial recovery. These decrees provide, among 
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other things, for additional public works expenditure 
of Frs. 11 milliards; measures for the development of 
credit to commerce and industry; measures affecting 
export trade; the modification of the 40-hour week, 
converting it into a 2,000-hour year; and measures 
aiming at the improvement of State finances and local 
Government finances. 

It will be remembered that the first batch of decrees 
issued on May 3 was subject to criticism on the ground 
that it did not go far enough and it was expected that 
the second batch would be more drastic. It must be 
admitted, however, that there was nothing sensational 
in the new decrees, which revealed a deplorable tendency 
towards compromise, refraining from interfering with 
the most costly of the social reforms introduced by the 
Front Populaire. Apart from some excellent measures of 
detail, the three main points in the reform measures 
are the adoption of a public works scheme, the develop- 
ment of credits to trade and the adjustment of the 40-hour 
week. 

The public works scheme provides for the expendi- 
ture of Frs. 11 milliards during the three years 1938, 
1939 and 1940. This scheme is subject to criticism not 
merely because it can only be financed through an 
addition to the budgetary deficit and through a further 
increase of the already excessive public debt, but also 
because it appeared after the exploded experiments 
of President Roosevelt and M. Blum. The revival 
of an attempt to increase purchasing power by inflationary 
public works constitutes a retrograde step which is 
surprising after the promise of economy made by the 
Government. It may well be asked how it will be 
possible by such means to return to budgetary equilibrium. 

The measures facilitating credits to trade are also 
based on the assumption that production is hampered 
by lack of credit. In reality, the causes of the economic 
depression are of a fiscal, political and social character. 
Neither the monetary inflation of the Front Populaire 
nor the American expansion of credit succeeded in 
checking the fall in prices and in production when there 
was a decline in the volume of consumption. Neverthe- 
less, the Daladier Government has decided to allocate 
Frs. 3 milliards for medium-term credit facilities through 








60 THE BANKER 


the intermediary of the Caisse de Dépdéts and the Crédit 
National. 

While the Government was bold in the matter of 
public works and credit facilities, it was timid in regard 
to the adjustment of the 40-hour week, which is the 
tindamental cause of the depression in France since it 
prevents a decline of the cost of production. Fortunately 
the 4o-hour week is now subject to modification within 
various corporations and unions. Retail traders in 
Paris have lately gone so far as to oppose the closing 
of their shops on Mondays. There is a growing current 
of opinion in favour of the adjustment of the working 
hours to international conditions and to the require ments 
of national defence. 

Even though from a monetary point of view the 
Daladier Govern — succeeded, through the devaluation 
of the france to 179, in supplying the Stabilisation Fund 
with considerably foreign exchange resources, it has not 
vet produced any tangible result in the budgetary and 
economic sphere. ‘The rise in internal prices continues 
in france, while world prices continue to decline. Bud- 
getary revenue continues to be considerably below 
expenditure. Foreign trade statistics remain disquieting, 
showing during the first four months of 1938 an adverse 
balance of Frs. 6,219 millions, even though the volume 
of foreign trade increesed by some Frs. 2 milliards. 

The stability of the Government is assured at least 
until the reassembly of Parliament in the autumn. This 
fact, and prospects of a good tourist season and a relaxa- 
tion of the international political tension, constitute 
favourable factors which justify hopes that the economic 
conditions will gradually improve as was anticipated 
somewhat prematurely after the devaluation in May. 
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A Century and a Quarter of 
Canadian Banking 
By E. B. Roberts 


- N extensive and flourishing system of banking is 
an indisputable proof of the existence of great 
wealth and material prosperity.’’ These words, 

though not novel in idea or form, well summarise the 

century and a quarter of banking history in Canada. 

They were written 52 years ago by one Brayton Ives, of 

New York, as introduction to an Americ an edition 

(Scribners, 1886) of George Rae’s classic, “‘ The Country 

Banker.” 

The association of prosperity, if not of “ great 
vealth,’’ with banking has always been a popular con- 
cept in Canada. The extent of that banking to- day 
may be gauge d by the simple fact that at the end of the 
fiscal year in March the total number of branches of the 
ten banks which serve ten million people having an 
estimated per capita wealth of $3,000, was 3,400; their 
collective assets were $3,245 millions; and cheque trans- 
actions for the twelvemonth amounted to over $33,000 mil- 
lions (a decline on 1929 of $13,000 millions). The more 
intangible element of “ flourishing ’’ may be read in the 
dividends year after year of Io to 12 per cent. on share 
capital, in the keeping open of branches, and in the 
employment of regular staff numbers through good times 
and bad. The American writer’s early definition seems 
to hold good in the Dominion. 

In no other land perhaps has banking so obviously 
kept step with the rapid, almost spectacular, development 
of the country; nowhere else has it been so potent in 
sustaining financial soundness, so much upheld ethical 
standards in business, or so influential a part of the 
expanding nation’s life. On the last point it must be 
enough to state that, in the two decades before the War, 
millions of almost illiterate immigrants from ‘“ Mittel 
Europa,” Italy, Greece, and Syria, who had rarely seen 
the outside of a bank in their own lands, opened accounts 
in Prairie branches long before they could sign their 
names in English script, and that to-day over 90 per cent. 
of the Dominion’s business is done by ia 
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There were favourable antecedents for popular bank- 
ing. Partly because of prior French occupation, partly 
through close business connections before and after the 
War of Independence with the Thirteen Colonies, an 
almost incredible confusion existed in the currencies of 
Nova Scotia, New Brunswick, Prince Edward Island, 
Lower Canada (Quebec) and Upper Canada (Ontario). 
A document of 1837 in the National Archives at Ottawa 
points out to Lord Glenelg, one of the Lords of the 
Treasury at Whitehall, that “no two of the Colonies 
— together in their currency laws, not one of them 

grees With the currency of the United Kingdom, nor does 
any one of them agree with the currency of the United 
States.” 

The coins listed, each at a differing valuation in the 
several colonies, includ A gold—British guineas and 
sovereigns, American eagles (two), Portuguese Johannes 
Spanish doubloons, moidore, French louis d’ or, 20 and 
40 frane pieces and the pistole: silver—British crown, 
hali-crown, and sixpence, French crown, half-crown, and 
five franc piece, American dollar, Spanish dollar, South 
American dollars, Mexican dollar, and the pistareen. 
Canadian settlers at the opening of the nineteenth century 
readily took to paper currency to end such conditions. 
[t was thus an easy transition to bank notes and paper 
and subsequently to cheques. 

One of the oddities to strike the student of early 
Canadian banking is that while there is a plethora of the 
‘raw material’ of history—notes of deals done, memo- 
randa of method and procedure almost to boredom—no 
one seems to have had the ability, or perhaps the fore- 
thought, to set down on paper the theory and principles 
ne their practice, as Joplin did of English and Scottish 

1ethods as early as 1822, when only two Canadian banks 
were running, and as Gilbart and Rae did subsequently. 
On the external side, there was a superabundance of 

small town gossip’ and a tangled web of petty pro- 
vincial politics in olden bank dockets. Even yet the 
bank historian with that faculty, which Gibbon learnt of 
Montesquieu, of relating facts and of interpreting them 
has not arisen. True, an American professor, Dr. R. M. 
Breckenridge, and the late Dr. Adam Shortt, Ottawa, 
have written work-a-day books; and the late Mr. Victor 
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Ross’s “‘ History of the Canadian Bank of Commerce,” 
voluminous but “ journalese,”’ has its place. But they 
are “‘ source books ”’ rather than studies marked by that 
associative spirit of inquiry which is the sign of an 
historian’s art. 

Out of the maze, nevertheless, there emerges the 
conviction that nowhere else could the origin and rise of 

banking practice have been more closely adapted to local 

ane. Whereas in most lands bank development 
has followed prosperity due to previous enterprise, in 
Canada it has frequently preceded and made such pros- 
perity possible. Certainly nowhere else has it enabled 
wealth to be so uniformly distributed over a strip of 
continent 4,000 miles long. 

Much ink has been spilt in the dispute as to whether 
Canada’s banks owe their framework to American or 
Scottish precedent. The United States Bank, a short- 
lived undertaking founded in 1791 on a charter drawn up 

y Alexander Hamilton, Washington’s “ grand vizier ”’ 
of finance, was naturally often cited as the example 
when, within a year of that date, a banking house was 
opened at Montreal by firms having London affiliations ; 
it quickly went to the wall, “‘ leaving not a wrack behind.’ 
Several petitions to the provincial legislatures were made 
between 1806 and 1810, but no bank was set up until in 
1817 the Bank of Montreal opened under its own articles 
of association. Next year two others followed, at Quebec 
and Montreal. 

Ross states that “from the beginning the branch 
office was a marked feature of Canadian banking practice,” 
as both these firms opened branches at Kingston and 
York (now Toronto). This reflects the early assumption 
that Scottish example was followed. Yet in 1818, three 
years after Waterloo, branch banking had scarcely taken 
root in the parental Bank of Scotl. ind, however much the 
idea grew later. 

A simpler explanation is that both Hamilton and 
Scottish bankers had their eyes on the English country 
bank system, which then had made progress in branch 
expansion by what would now be called union and 
absorption. Dr. Shortt opined that Hamilton’s experi- 
ment “‘ provided the model for the constitution and the 
working of the provincial banks.’’ Hamilton probably 
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was well aware of the methods of Lloyds, whose partner- 
ship had begun in 1765, and of the old-time “‘ army and 
navy banks”’ that had flourished well before 1760; 
while, of course, the Bank of England had been founded 
8o years before the American Revolution. It would seem 
that Canadian writers have not been quite able to pene- 
trate the “‘ smoke screen ”’ of American influence by reflex 
in their banking’s infancy. 

For instance, the Bank of British North America, 
which was absorbed by the Bank of Montreal in 1918, 
was for its first 50 years the only bank formed and 
financed wholly in England to operate in Canada. It at 
once established branches at Ouebec, Montreal, Toronto, 
St. John, Halifax, and in Newfoundland. One of the 
old English banks, a flourishing partnership of three 
Quakers long before any Canadian bank had reached the 
cradle stage, which has since made a name for itself by 
its foreign branch system, has its link to-day in Barclay’s 
(Canada). 

A factor that has never fully received the credit it 
deserves in the making of the Dominion banks is the 
salutary control exercised before 1867 by the Colonial 
Office on the recommendations of the Committee of the 
Privy Council on Trade. It checked what for a century 
has been the bane of American State banking—insuffi- 
ciency of financial strength in the house and lack of 
reliability in the banker. 

Banks formed between 1820 and 1867, when all 
pre yvinces were confederated into the Dominion, to which 

paramount and exclusive’ power over banking was 
given (if, indeed, the appeal from the Province of Alberta 
now before the Privy Council at Westminster does not 
disprove that long-standing opinion) were small but 
suited to the local nature of banking in a sparsely popu- 
lated land before railways and telegraphs gave a unity to 
central office and branch bank work. Twenty-eight 
banks were operating at the later date, having 123 
branches. Soon afterward, when immigration began, 
with that feverishness that M. Henri Bourassa termed 
“ faite a la diable,” to fill up the western wastes, bank 
branches sprang up overnight like mushrooms in dreary 
Prairie towns. Even elsewhere in Canada, banking 
seemed framed with the main idea of “‘ moving the 
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western wheat crop.’’ Many of the most salient charac- 
teristics of the laws and practice of Dominion banking 
were born of those conditions. Only the railways of 
Canada have been of greater import in uniting the new 
West with the old East. It is significant that only one 
chartered bank native to the Prairie provinces, the 
Weyburn Security Bank, absorbed by the Imperial Bank 
in 1931, attained any importance. The rest were eastern 
houses. 

As in Great Britain, the second half of the Victorian 
reign was one of expansion in all banks. The twentieth 
century has been equally marked by drastic restrictions 
in numbers through ama gamations. This has corres- 
ponded with a radical change in the incidence of industry 
from agricultural and primary to manufacturing, and 
with a notable increase in export trade and its financial 
demands. While there have been 26 bank insolvencies 
since Confederation, there have been 36 absorptions. 

The official “‘ Canada Year-book”’ says: “‘ The branch 
bank is the most distinctive feature of the Canadian 
system as it exists to-day.” If “ distinctive’’ means 
distinguishing from others, the writer believes the claim 
must be given to the decennial renewal of charters and 
the opportunity of revising all bank legislation that it 
offers every decade. This is unique in the records of 
banking, — American, or continental. It has given 
flexibility for 60 years in “ working the institutions of 
the country ’’—to use a term of W illiam Ewart Gladstone 
—that has been vital in the adaptation to local require- 
ments of trade and commerce, and has also enabled the 
banks to meet public opinion halfway in many a popular 
clamour against bank policies from an electorate not too 
prone to think for itself. 

The central Bank of Canada rounds off the system 
based on the chartered banks. It is at once a completing 
link in the national chain and a new coupling in the 
Imperial scheme for self-sufficiency in finance in case of 
war or other crisis. Nursed in political expediency when 
public criticism in recent depression years turned bitterly 
on the holding ‘paren of banks and made the subject 
ripe for political agitation, the Central Bank was first 
recommended five years ago by the Imperial Council, 
and in its present form it owes much to Lord Macmillan, 
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who headed the Royal Commission on whose Report 
the Act of Parliament was framed. 

The Bank of Canada is thus the crowning event in the 
story of banking in a British oversea Dominion that 
began very soon after the neighbouring Thirteen Colonies 
were lost to the Empire. And to- day it is the best proof 
in the financial field to offer an American historian that 
our Imperial idea is not incompatible with local self- 
government in which free and ready contribution to a 
common ideal is an actuating influence. What will be 
its future share in the development, both in the purely 
technical sense of central banking and in the greater 
issues of the Commonwealth? One cannot at such a 
formative stage even hazard a guess. But it is clear that 
such a central bank can only attain its fullest usefulness 
when it conforms, as chartered banks have from the 
first in Canada conformed, to the practical demands of 
everyday life. 


International Banking Review 


HOLLAND 


R. TRIP, President of the Netherlands Bank, 
D in his annual report, declared himself against the 
new elastic type of gold standard on the ground 
that under that system the price of gold in terms of 
currencies would from time to time be Taised but would 
never be reduced. He was, he said, no longer as pessi- 
mistic about the gold position and prospects as he had 
been a year ago. 
A Dutch banking syndicate, headed by Mendelssohn 
& Co. and the Netherlands Trading Co., has granted 
a credit of 35 million guilders to the Belgian Government. 
The credit will be in the form of three- months’ bills 
with the option of three renewals. No gold clause or 
exchange guarantee is attached to the bills. This is 
the second transaction of this kind concluded by Dutch 
banks within a few months. Argentine Treasury bills, 
amounting to {1,400,000, were placed in Holland in 
May. In this instance the three-months’ bills carried an 
option of seven renewals, the Argentine Government 
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undertaking to renew the bills at least three times 
unless, after six months, they could be repaid out of the 
proceeds of a long-term loan to be issued in Holland. 

The net profits of the Java Bank showed a slight 
increase during 1937, and the dividend was raised from 
10°5 to 10°7 per cent. The note circulation was slightly 
below its figure of twelve months ago and the metallic 
cover was 50°7 per cent. against 44 per cent. 


SWEDEN 


During May the Swedish money market tightened 
somewhat, following increased bank borrowing and a 
slight drop in deposits. As a result aggregate cash 
reserves of the joint-stock banks declined by Kr. 49 
millions to a total of Kr. 524 millions, and the banks 
were obliged to draw their deposits at the Bank of 
Sweden to meet current market requirements. These 
deposits consequently fell during May from Kr. 437 
millions to Kr. 380 millions, which is the lowest figure 
touched in 1937 and 1938. Total desposits of the joint- 
stock banks fell during May from Kr. 4,050 millions to 
Kr. 4,039 millions. An examination of the different 
forms of deposits reveals, that sight accounts increased 
during the month by Kr. 14 millions, whereas deposits 
at a fortnight’s notice dropped by Kr. 28 millions and 
long-term deposits remained practically unchanged. Total 
advances of all the Swedish joint-stock banks rose in May 
by Kr. 35 millions, which is exactly the same increase 
as in April. Aggregate advances reached a total of 
Kr. 4,215 millions. Following the still prevailing live- 
liness in the building industry mortgage loans stood 
for the bulk of the increase, namely, for Kr. 32 millions. 
Strangely enough the bill portfolio did not participate 
in the rise, in spite of the usual spring trade activity. 

Gold purchases of the Riksbank continued in May, 
and the Bank’s total gold reserve in its own vaults rose 
from Kr. 521 millions to Kr. 524 millions, while gold 
held abroad increased from Kr. 54 to Kr. 76 millions. 
These purchases took place chiefly at the expense of the 
Bank’s foreign bill holdings. As a result aggregate 
foreign assets of the Bank of Sweden and the joint-stock 
banks declined by Kr. 28 millions to Kr. 799 millions. 
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SWITZERLAND 


Swiss banking groups participated in both the Belgian 
and the Argentine credits. Simultaneously with the 
conclusion of these credits in Holland, a Swiss portion 
was also concluded. In the case of Switzerland this 
amounted to Frs. 25 millions (Swiss). Of the Argentine 
Treasury bills, Switzerland took over £1,800,000. The 
evidence of such international credit activity seems to 
indicate that the Swiss authorities are not unduly con- 
cerned by the recent loss of deposits. In any case, the 
outflow of foreign funds has come to an end since the 
improvement of the immediate international political 
outlook, and there has been, in fact, some return of Swiss 
and foreign capital. 

BELGIUM 

The exchange crisis which developed early in May 
following upon the devaluation of the French franc 
came to an abrupt end after the solution of the Cabinet 
crisis. M. Janssen, the new Governor of the National 
Bank of Belgium, adopted a policy of restricting belga 
resources, and as a result of his reluctance to grant 
rediscount facilities the volume of liquid belgas declined 
to a very low figure. The technical position thus created 
must have helped to some extent to force speculators 
to cover. It was, however, the realisation that there 
would be no early devaluation of the belga that was 
mainly responsible for the turn of the tide. The appoint- 
ment of M. Max Leo Gerard as Finance Minister also 
created a favourable impression, since, as a former 
director of the Banque de Bruxelles, he enjoyed a good 
reputation as an essentially sound man with ample 
practical experience. He reversed to some extent M. 
Janssen’s policy of creating monetary stringency, but 
not until after the tide had definitely turned. Subse- 
quently, the Bank rate was also reduced. The National 
Bank of Belgium succeeded in recovering some of the 
gold lost during the crisis. 


ITALY 
The exchange situation has changed decidedly for the 
worse as a result of the unfavourable crop prospects, 
necessitating heavy imports of wheat. This gave rise to 
fresh rumours of an impending devaluation of the lira. 
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These rumours were persistent for some time, but re- 
ceived no confirmation. Even though it is tempting for 
Italy to attract tourist traffic through a devaluation, 
and to stimulate her exports, at the same time the lira 
cost of the heavy imports would also increase, leading 
to a further rise in the cost of living. For this reason it 
is doubted whether the Government will decide upon 
devaluation, for some time at any rate. 

Steps have now been taken to stop the smuggling of 
lira notes out of Abyssinia. During recent months this 
traffic has assumed considerable dimensions, since the 
native population is prepared to pay a very high price 
in lira notes for silver talari. Large amounts of silver 
coins have been imported through Aden and Djibouti, 
and the result is that the lira notes have eventually 
found their way back to Italy. To stop such operations, 
the Bank of Italy has now been authorised to issue 
a special series of lira notes for circulation in Italian 
Africa. The notes, which will be specially marked, will 
circulate in African territory only. As a result, it will 
be impossible to dispose of them in Italy, and for this 
reason they will not be smuggled out of Abyssinia on 
any large scale. 

JAPAN 

The reconstruction of the Cabinet at the end of May 
created a favourable impression in banking circles. In 
particular, the appointment of Mr. Seihin Ikeda as 
Minister of Finance and Commerce was favourably 
commented upon. Mr. Ikeda is a former Governor of the 
Bank of Japan, and before that he was for a long time 
Manager of the Mitsui business organisation. 


CHINA 

The Chinese dollar underwent a further sharp depre- 
ciation during the month under review as a result of the 
decision of the Chinese authorities to restrict further the 
allotment of foreign exchange. Rumours of the con- 
clusion of Chinese credits in London were without 
foundation. On the other hand, the United States 
authorities have undertaken to continue to buy Chinese 
silver until the end of June. Mr. Kung, the Prime 
Minister and former Finance Minister, declared that 
notwithstanding the hostilities, deposits in Chinese banks 
in the interior had increased during recent months. 
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The Bank of Greece 


By D. E. Protecdicos 


ROM 1841 to 1928 the National Bank of Greece 
F exercised the functions of a central bank in Greece. 

When, after the world war, the Greek Government 
in 1927 asked the League of Nations to draw up a pro- 
gramme for the economic and financial reconstruction 
of Greece, it was decided, among other things, that a new 
bank of issue should be established, which would be 
entrusted with the task of regulating currency and credit. 
Thus was founded the Bank of Greece, which started 
business I0 years ago—on May 14, 1928—by taking over 
from the National Bank of Greece the note issuing 
privilege and all other functions pertaining to a central 
bank. 

It was firstly proposed, instead of creating a new 
bank of issue, that the National Bank of Greece—which, 
besides operating as a central institution, was also a 
commercial, deposit and industrial bank—should give up 
all operations not compatible with the post-war con- 
ception of a central bank. But in view of the fact, that 
the National Bank was the principal trustee of the 
people’s savings, and that it had been for 88 years the 
chief financing agent of trade and industry, it was found 
that its sudden withdrawal from commercial and deposit 
banking would cause a serious disturbance to the 
economy of the country. Therefore, it was decided to 
create a new central bank, and allow the National Bank 
to continue as a purely commercial and deposit bank. 

When the new bank of issue was started, Greece was on 
the gold exchange standard, at a parity of Drs. 375 to the 
pound. Subsequent vicissitudes, including the world 
depression, the British suspension of the gold standard in 
1931, and the break-up of the gold bloc in 1936, ended in 
Greece joining the sterling area. The drachma is now 
attached to the pound sterling, and since September, 1936, 
the exchange has been held at Drs. 550 to the pound ster- 
ling. In addition to this restabilisation of the currency, the 
Bank of Greece has succeeded in meeting the country’s 
indispensable foreign exchange needs, in lowering its 
discount rate from Io to 6 per cent. (notwithstanding 
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the immobilisation of an important part of the resources 
in State debts), in serving production and trade, and in 
adjusting the circulation of the currency to the real 
needs of the country so as to prevent an undue increase 
in prices and costs. Since its foundation the Bank has 
opened many branches throughout the country. It 
keeps all clearing accounts with foreign countries, and 
exercises a virtual monopoly over dealings in gold and 
foreign exchange. 

The first governor of the new Bank was Mr. Al. 
Dioméde, with Mr. Em. Tsouderos as deputy governor. 
When Mr. Dioméde retired in the autumn of 1931 he 
was succeeded by Mr. Tsouderos, who is still governor 
of the Bank, and Mr. Madjavinos. Both were formerly 
Ministers of Finance, and are well-known financial 
authorities, not only in Greece, but also in London 
and at Geneva. 


Criticism Criticised 
By Paul Einzig 
To the Editor of THE BANKER. 
Sir,— 

T is a golden rule that authors should not reply to their 
] critics. There are, however, exceptions to this rule, 

and I cannot help feeling that Mr. Bareau’s criticism 
of my book “ World Finance, 1937-1938,” in your June 
issue, is one of them. And since the best method of 
defence is attack, my reply will largely assume the form 
of criticising Mr. Bareau’s criticism. 

Mr. Bareau describes me as “an inflationist 4 
outrance,’’ who is not happy unless the currencies are 
devalued again and again. Although this is a ‘“‘ mild ”’ 
exaggeration of my attitude, I must admit that, within 
the past seven years or so, I have frequently urged de- 
valuation in instances when I considered it inevitable in 
any case. Mr. Bareau is not the first to take me to task 
for this, but it is certainly the first time in my experience 
that my “ predilection for currency devaluation ’’ has 
been criticised by one who has been all along at least as 
much in favour of devaluation as I have. Ever since 
1935 Mr. Bareau and I have been fighting on the same 
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side of the barricade in this respect. In his articles 
appearing in The News Chronicle and The Statist he urged 
the devaluation of the belga, the franc and various 
other currencies with about as much emphasis as I used 
to urge it in my various writings in The Financial News, 
THE BANKER, etc., andin my books. Indeed, on various 
occasions Mr. Bareau actually out-Einziged Einzig in 
this respect. In the course of the last six months, on 
several occasions I have felt that, in order not to em- 
barrass the French Government at a moment when it 
was making a genuine effort to work out its own salva- 
tion, or when the international politicai situation was 
Pee ene eA critical, it was my duty to refrain from 
giving full expression to my pessimism about the prospects 
of the franc. I distinctly remember at least two of these 
occasions on which Mr. Bareau expressed much more 
pessimistic views on this subject than I did, and upbraided 
me for being too optimistic about the franc. 

In his criticism, Mr. Bareau accuses me of incon- 
sistency, but the discrepancy between his verbal and 
written opinions, and between his signed and unsigned 
opinions, is decidedly open to criticism on the same ground. 
Nor is this peculiar type of inconsistency confined to the 
question of devaluations. Mr. Bareau’s main point of 
criticism of my book, apart from his charge of extreme 
inflationism, is directed against the views which I express 
in favour of the fundamental principles of the defunct 
National Defence Contribution. He enumerates an in- 
timidating array of arguments against Mr. Chamberlain’s 
ill-fated scheme; yet T distinctly remember that at the 
time of the controversy he was emphatically in favour 
of the proposal, at any rate so far as its general principle 
was concerned. Indeed, he and I were probably in a 
minority of two in the City in this respect. 

Mr. Bareau considers my support of the N.D.C. to be 
‘a completely illogical deviation from the inflationist 
cause’ which I am supposed to favour. It seems that 
for him inflation is just inflation. He appears to be 
oblivious to the difference between monetary inflation 
and profit inflation. It is possible to be in favour of 
monetary expansion and at the same time advocate 
measures tending to moderate profit inflation without 
being in any way inconsistent. During the war, monetary 
inflation was an inevitable necessity, but in this country, 
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at any rate, profit inflation was to some extent kept in 
check by high income tax and excess profit duty. 

Mr. Bareau also criticises me for jobbing backward. 
“It gives Dr. Einzig the greatest pleasure,” he writes, 
‘to knock down these ninepins [i.e. super-bankers, 
orthodox economists and ‘sound’ financial journalists], 
to point out the inconsistencies of their pronouncements 
and to crush their arguments with all the weight of 
retrospective judgment and justification which he can 
muster.’’ (The italics are mine.) This remark was made 
with special reference to my attack on the gold-scare- 
mongers. Human memory is short, and Mr. Bareau 
may have forgotten that in that respect, at any rate, 
I am not merely being wise after the event, since I 
mustered most of the arguments which are contained in 
my book against the gold-scaremongers at the time of 
the gold scare in my daily “‘ Lombard Street ”’ column of 
The Financial News. It is thus hardly correct to suggest 
that, in criticising those responsible for the origin and 
prolongation of the gold scare, I was merely jobbing 
backwards. 

Mr. Bareau reproaches me for having inferred the 
wrong conclusion from my denunciation of the question- 
able methods by means of which Germany has succeeded 
in expanding her trade in the Balkan States. Since 
Germany has been fleecing these countries by the skilful 
manipulation of her exchange clearing agreements, Mr. 
Bareau would have liked me to condemn the whole 
system of exchange clearing as being a “ product of 
default and economic nationalism ”’ and as lending itself 
to “ sordid trickery.”’ I should like him to name any 
system which does not lend itself to abuse. Had the 
disastrous experience of John Law led to the rejection of 
the system of note issue by mankind, the standard of 
living could not have risen in two centuries to its present 
level, and it would have taken much longer for civilisation 
to reach its present stage. Even the gold standard can 
be turned to illicit use. The main reason for the stubborn 
defence of the gold franc by the “‘ 200 families ” in 1935-36 
was that its defence necessitated a process of deflation 
in the course of which, it was hoped, it might be possible 
to obtain the repeal of the Loz des assurances sociales. 
The abuse of the gold standard for such purposes led to 
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disastrous results, yet it is hardly justifiable to conclude 
from this experience that the system of the gold standard 
should be scrapped for ever. 

In any case, let us take things as they are. Suppose 
I had condemned the exchange clearing system because 
of its abuse by Germany, as Mr. Bareau would like me to. 
Suppose everybody else in this country had condemned 
it in a loud chorus. Does Mr. Bareau really think that 
the German authorities could thus be persuaded or shamed 
into dropping that system, which has worked so very 
profitably for Germany? It is hardly likely. Whether 
Mr. Bareau and I like it or not, Germany will continue to 
use and abuse exchange clearing in her relations with the 
Balkan States and other countries. This being the case, 
I may well ask which attitude serves the better purpose— 
to indulge in futile outbursts of righteous indignation or 
to take practical measures to check German economic 
penetration by taking a leaf out of Dr. Schacht’s book. 
Surely it is wiser to use his system—without abusing it, 
of course—than to sulk and look on while Germany 
captures the rest of Balkan trade. 

In one respect at least I must, however, pay a tribute 
to Mr. Bareau’s sense of fairness. He pays a high 
compliment to the section of the book which deals with 
the gold scare. Considering that on that subject we 
were fighting for months on opposite sides of the 
barricade—Mr. Bareau having been one of the most 
enthusiastic and militant supporters of the idea of a cut 
in the price of gold—his complimentary remark on the 
chapters on the gold scare show that he has a rare capacity 
for appreciating the opposite point of view. Indeed, it 
seems to me that Mr. Bareau praises me when he disagrees 
with me and attacks me on the points on which he agrees 
with me—an unusual experience, I must say. 

In conclusion, I should like to say that my criticism 
of Mr. Bareau’s review should not be regarded as lack of 
appreciation of the thoroughness with which he has ana- 
lysed my book. Nor should I like to be considered 
ungrateful for the space devoted to it and for the many 
complimentary remarks which it contains amidst the 
critical passages. 

I am, Sir, 
Yours faithfully, 
PAUL EINZIG. 
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Books 


THE STATESMAN’S YEAR-Book. Statistical and Historical 
Annual of the States of the World for 1938. 
edited by M. Epstein, M.A., Ph.D. (London, 
1938: Macmillan & Co. Price 20s. net.) 


[HE seventy-fifth issue of this valuable reference 
book makes its appearance and as usual it has been 
carefully revised and brought up to date. The title of 
the first part has been changed from ‘“‘ The British 
Empire’ to “ The British Commonwealth of Nations,” 
and this has necessitated certain re-arrangement. Austria 
has its usual section to itself—perhaps for the last time. 
Details of the finance, production and industry, govern- 
ment, history, area and population of every country in the 
world are included. This year there are two excellent 
maps, one showing Singapore and its strategic position 
as a naval base and the other depicting in colours the 
distribution of different ores throughout the world used 
in steel production. 


MODERN BANKING. By R. S. SAYERS. (London, 1933 
Phe Oxford University Press. Price 12s. 6d. net.) 


THis is by far the best book on the theoretical 
aspects of banking that has appeared for some time. It 
contains an intelligent and easily understandable ex- 
planation of the all-important but little understood 
method by which the authorities control the cash 
resources of the clearing banks. The author is somewhat 
less fortunate in his attempt to explain the effect o 
Exchange Equalisation Account operations upon the 
banking situation. A valuable chapter examines banking 
conditions in the new countries, with special regard to 
Central Banking in the absence of a short money market. 
Altogether Mr. Sayers displays a degree of understanding 
of practical banking problems that is unusual in an 
academic economist. 
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tHE MippLe Way. By HAroLp MACMILLAN. (London 
1938: Macmillan & Co., Ltd. Price 5s. net.) 

Ix this book Mr. Macmillan makes a successful effort 
to strike the happy medium between the intolerable 
restriction of freedom in the Totalitarian State—whethier 
lascist or Communist—and the unfettered abuse of that 
freedom under the old-fashioned democracy. He argues 
that in order to save democracy from internal dec ay 
due to the system being at the mercy of uncontrolled 
economic forces, a rational and deliberate reorganisation 
of economic life is imperative. He advocates social 
welfare measures which are not incompatible with the 
urgent needs of national defence provided that systematic 
planning enables us to increase the production of wealth. 
The author is in favour of passing an Enabling Act giving 
the Government power to compel a reorganisation of 
inefficient industries. This and many other suggestions 
are well within the bounds of practical possibility, and 
the book, which is anything but Utopian, deserves the 
attention of the general public as well as of official and 
political circles. 


ECONOMICS. By FREDERICK BENHAM. (London, 1938 
Sir Isaac Pitman & Sons. Price 7s. 6d. wrt 


THE author opens his preface by declaring: “ This 
book is a fairly complete introduction to the science of 
economics.” His becoming modesty should not, how- 


ever, prejudice the reader against him, because there is, 
in fact, a great deal in the book. Covering at it does an 
immensely wide field in rather less than 500 pages, the 
book can hardly spare sufficient space for an adequate 
explanation of the various subjects which it deals with, 
although it certainly gives enough material on most of 
them to convey a general knowledge and arouse interest 
for further study. From this latter point of view it 
would have been an advanatage for each chapter to 
contain a brief bibliography for the use of those who want 
more details. It is to Mr. Benham’s credit that he is 
much more human than some of his colleagues in examin- 
ing new economic devices such as exchange control. He 
admits that Germany after 1931 had no choice but to 
restrict exchange, since deflation could not have coped 
with the immediate danger of a flight of capital. 
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NeW MONEY FOR NEW MEN. ByS. 5. Metz. (London, 
1938: Macmillan & Co. Price 8s. 6d. net.) 

The author maintains that many of the evils of the 
economic system are due to the fact that it has been 
placed “in vassallage to gold.’ He believes that in 
spite of our being off gold our currency and the whole 
of our credit system continue to be linked to gold, and 
that this connection impairs the freedom of those in 
control of the financial policy in the adjustment of the 
machinery for expanding credit requirements. It is 
remarkable how hard this conception dies, in spite of 
the experience of recent years, when both here and in 
the United States the vast volume of liquid resources has 
not been used to anything like its full extent by the 
producing community. Except for such preconceived 
notions, the book is interesting and instructive, as, 
indeed, it is bound to be, since its author combines 
35 years of banking experience with a broad outlook. 
The fact that the book is written from an essentially 
religious point of view adds to its interest, as it illuminates 
economic and financial problems from an original angle. 
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ECONOMIC POLICY OF ESTONIA 


HE new Estonian Constitution which was elaborated 
T last year came into force on January I. Election: 

for both Houses of Parliament, held in February, 
took place for the first time on the basis of the majority 
vote, as in England, instead of the proportional system 
which had been in force previously. Mr. K. Pats was 
elected President of the Republic, the term of office 
being six years, and a new Government was immediately 
formed. * * ‘ ‘ 


On May 25 the new Government introduced to both 
Chambers of Parliament a declaration containing the 
- lines of their future policy. The aims and views of 
the Government in the economic field may be briefly 
summarised as follows :— 

The national economy of the country should be taken 
as a whole. All classes and individuals in pursuing their 
economic activities do not only work for their individual 
benefit, but also serve the general interests of a wider 
community, the country. It is therefore natural that 
the State should be entitled to exercise certain regulating 
functions in the economic life. 

It should, however, be pointed out that as a certain 
interference of the Government in private business seems 
unavoidable, its purpose is not to hamper private 
initiative in its reasonable economic activities, but to 
secure the smooth and harmonious working of the 
economic system as a whole. 

Agriculture is and will remain the principal branch 
of Estonian economic life. But at the same time 
serious efforts are being made to expand production in 
other branches of economy and first of all in tdustries 
based on the utilisation of domestic raw materials. 

In order to assume proper working of the various 
trade agreements a certain measure of foreign exchange 
control will still have to be maintained. However, the 
general improvement in the economic situation which 
has taken place during the last years, and the record 
stand of gold and foreign exchange reserves at the 
Central Bank, will probably allow a gradual loosening 
of the control and an even wider reduction of the for. 
malities pertaining thereto than has already taken place. 

Special attention will be paid to the organisation of 
the money market. Owing to scarcity of capital there 
have so far been hardly any dealings in stocks and bonds 
on the Stock Exchange. As a matter of fact, the State 
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and t! Leman have been almost the only buyers of these 
securitit 

One of the important tasks of the new Government 
will be to help to create favourable conditions for the 
marketing of stocks and bonds. This task should not 
present insurmountable difficulties, as private savings 
have continually grown during the last few years. 

As to the banking business the Government are, of 
course, deeply interested to see that the position of the 
banks continue to remain as sound as it is now. The 

ratio of advances to deposits should always be kept as 
near to the normal as possible, and first of all the Banks 
should continue to possess sufficient reserves to enable 
them to meet any possible emergency. 

So far the Government have taken an active part in 
promoting the imdustrialisation of the country. It is 
thanks to the initiative and the continued direct interest 
of the State that the oil shale industry, which now has 
become such an important factor in the economic life of 
Estonia, was created. Some of the other industrial 
enterprises which also have been created by the Govern- 
ment, or the creation of which is now under consideration 
are: large brick factories, a peat-briquettes factory, and 
the phosphate industry. But in the opinion of the 
Government the initiative of the Government in setting 
up new industries is only justified when appropriate 
domestic raw materials are available and when sufficient 
private means cannot be secured for one reason or 
another. 

There are manifold possibilities for private capital 

become more and more interested in the industrial 
enterprises of various kinds. The question as to how 
quickly the industrialisation of the country will proceed 
largely depends upon whether this is effected by domestic 
capital only, or by foreign capital also, if the latter is 
available on acceptable terms. 

The Government are by no means anxious to force 
unduly the industrialisation of the country. For several 
years now there has been no unemployment in Estonia. 
On the contrary, some shortage of working hands has 
become apparent lately. The industrialisation will there- 
fore normally have to proceed pari passu with the 

rationalisation and mechanisation in industry and agricul- 
ture. This will allow the transfer of a certain number of 
working hands from existing industries to new ones. 

The possibilities of the further rationalisation and 
mechanisation of both agriculture and industry are now 
under close consideration. 
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Some Modern Swedish Banks 
By Professor C. H. Reilly 


HIS month we have a change both in country and 
very much in the outlook of its more recent banks. 
It will be known how early in the present century 

Sweden, and particularly Stockholm, with its new Town 
Hall, became the Mecca of English architects. There 
they found their own particular brand of what may be 
called classical eclecticism carried a step further. 
The Italian motives that they were accustomed to use 
rather carefully and correctly they found in Sweden used 
with a new verve. Stone columns for great porticoes, 
for instance, were given almost the elongation of the 
wooden ones of American colonial buildings. The result, 
which may be described as the Swedish-Georgian com- 
promise, is not yet dead in this country, though I fancy it 
is so now in Sweden, except perhaps in the more remote 
parts. The new Town Hall at Norwich, which the King 
opens this month, is a good example of it by one of the 
Royal Academy’s latest recruits. That body is of course 
always a little behind the times without being, as 
Mr. Wyndham Lewis pointed out, really academic and 
traditional. The more recent Swedish banks _ follow 
pretty closely the great movement for functionalism in 
architecture which is sweeping across the world and 
affecting even our own conservative country, though 
hardly vet to any appreciable extent our banks. Let me 
quote the words of Kjell Westin, architect of Stockholm, 
who is responsible for some of the more recent buildings 
of the Svenska Handelsbanken. 

Banks which long maintained their existence in an 
atmosphere reminiscent of the old-fashioned mercantile 
house or banking firm of the nineteenth century, and 
in their architecture clung to various attributes that were 
more fortress-like than inviting,’—it is Swedish banks 
he is writing about, not English as one might imagine 
“are now more and more adopting an entirely new style.” 
The aim is to achieve practical utility from the point of 
view of work and service, rejecting everything that 
smacks of a tradition that must be deemed to have seen 
its best days. In particular the work has been organised 
with a view to rapidity of execution and the saving of 
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labour. In this the problem of transport has come to the 
fore, and in many cases mechanical devices have come 
into use for conveying papers placed on edge along a 
moving band. The high non-transparent screens, some- 
times combined with protective grids, which formerly 
separated customer and clerk and were designed to 
prevent a would-be thief from getting at the till, are now 
almost entirely done away with. It has been realised 
that the best means of ensuring safety in the public 
banking department is by keeping it open and light and 
subject to general surveillance. The structural devices 
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‘rcattect [Mr. Kjell Westin 
THE CONCERT HALL SQUARE BRANCH, STOCKHOLM, OF THE 
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lor safety are nowadays concentrated in the vaults. In the 
case of the latter it is essential to follow technical progress 
in the production of materials that are capable of with- 
standing the most up-to-date destructive tools. Nowadays 
the Svenska Handelsbanken has the centre structure of 
their underground safe-custody vaults resting on pillars 
and under complete visual control not only round but 
above the roof and below the floor. 

‘ Now that the premises,’ he goes on to say, “ are 
made quite open without partition walls great attention 
is paid to the absorption of light by the use of suitable 
materials for floors, ceilings and walls. 

‘ Ventilation is effected in the majority of cases by 
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forcing in hot air. With regard to lighting the chief rule 
is that the clerks’ desks must first of all be well lighted, 
which generally means that they are placed next to the 
windows. Artificial lighting is arranged, as it should be, 
in obedience to scientific rather than to (supposed) 
esthetic laws. 
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THE INTERIOR OF THE CONCERT HALL SQUARE BRANCH, STOCK- 
HOLM, OF THE SVENSKA HANDELSBANKEN 

‘As a consequence of the above well-defined attitude 
towards the design of bank premises and in face of the 
demand for good lighting, a great deal of what was 
formerly regarded as representative of the institution’s 
dignity and solidity has had to go by the board. In 
return we have well-aired and attractive premises in 
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which an obliging staff attentively and promptly executes 
the customer’s many and varied wishes. Instead of walls 
and ceilings of stone and gilt, which might impose by their 
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THE INTERIOR OF THE STUREPLAN BRANCH, STOCKHOLM, O| 
FHE SVENSKA HANDELSBANKEN 
sheer weight and splendour, the new architecture gives 
an impression of ease and grace.”’ 
So much for Mr. Kjell Westin. I have quoted him at 
length, though not quite at his length, because a great 
deal of what he says is very sensible and is implicitly a 
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criticism of our own banks. Now for what the buildings 
look like. I think it will be agreed there is a good deal to 
be said for the new interiors if not so much for the new 
exteriors. Let us take the Concert Hall Square Branch in 
Stockholm of the Svenska Handelsbanken first, by Mr. 
Kjell Westin himself. Here it is lit up at night. It is 
nothing but sheets of plate glass with the interior showing 
through. Cert nly what was regarded as represe nti itive 
of the institution’s dignity has gone by the board.” “‘ The 
premises too are quite open” to the public gaze. The 
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sychitect Professor Ivar Tens 
(HE MAIN ENTRANCE TO THE HEAD OFFICE AT STOCKHOLM O1 
FHE STOCKHOLMS ENSKILDA BANK 

would-be thief, if the building remains lit up all night and 
there is a policeman handy, would certainly have some 
difficulty in hiding himself. It represents clearly a new 
conception of banking. One does not go exactly furtively 
to one’s bank in England but one does not want the whole 
world to know when one is there. Such a transparent 
building may be safer for those who work in it, but the 
thief who wishes to waylay the man or woman who has 
just cashed the wages cheque would have, one would 
have thought, little difficulty in watching from the outside 
and waiting for the victim. No, I cannot see our banks 
adopting that sort of exterior over here, but I can the 
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interior. That seems to me very straightforward, efficient- 
looking and businesslike. Look at the long, straight run 
of the counter. The conveyor belt, which the architect 
says is behind it, is not very apparent but I imagine it is 
really slightly underneath it. I like the veneered top of the 
counter free and unimpeded. I like the plain marble floor 
with ample space for the public so that there would be 
no crowding at the counter. I hate the way in an 
English bank when I am cashing a cheque there are 
generally people looking over my shoulder or pressing up 
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THE MAIN BANKING HALL OF THE HEAD OFFICE AT STOCKHOLM 

OF THE STOCKHOLMS ENSKILDA BANK 
along the counter at my side because there is not sufficient 
open space behind me. I like in the second interior too, 
that of the Stureplan Branch, Stockholm, by the same 
architect, the way he has got rid of the beams in his 
ceiling by the use of mushroom ferro-concrete construction, 
a thing I only see used in this country in warehouses, 
and I like again the clear run of floor and counter. In 
these interiors and in others I have before me, there 
seems to be no manager’s room and no private space in 
which to talk to him. Perhaps in these advanced places 
it is bad form to talk to the manager about one’s private 
affairs. Perhaps one has none, just a balance one draws 
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against and no more. If banking is as simple as that 
banks of course can be simple too. I wonder no one 
has vet invented some sort of automatic bank or one run 
on a cafeteria principle. I should imagine with the right 





{rchitect Professor Ivar Tengbom 


THE ENTRANCE TO THE STOCKHOLM OFFICE OF THE SKANSKA 
BANKEN 

kind of metal tokens it could be done. With us banking, 

like drinking, is a little more human. One needs the 

comfort of the bar parlour with its open fire and one needs 

occasionally the comfort of the manager’s room, such as it 
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is, to overcome the discomfort of the thing s he has to 
tell one. 

Let us now take the other Swedish extreme, a bank I 
saw at least ten years ago and which was probably ten 
vears old then. It is the head office of the Stockholms 
Enskilda Bank by Professor Ivar Tengbom, the Swedish 
architect to whom the Royal Gold Medal of the Royal 
Institute of British Architects has just been given. I see 
it was built by him in 1915, so my guess as to its age was 
not far wrong. The exterior, with its rusticated stone 





MOKING INTO THE INTERIOR OF THE STOCKHOLM OFFICE Ol 
HE SKANSKA BANKEN FROM THE MAIN ENTRANCE HAL 
blocks, Italian Renaissance in general character, is the 
very reverse of what we have just been looking at. With 
the protecting row of double columns about the entrance, 
carrying the vivacious and interesting Carl Milles groups, 
and the heavily grilled windows, nothing could be more 
different in fact and in spirit to the great plain sheet glass 
exterior of the Concert Hall Square bank. I feel this 
change 1s more than a revolution in architectural taste and 
outlook. It must represent as well some revolution in 
banking methods. It certainly represents one in social 
customs and outlook. One building seems to indicate 
the sacredness of private property and the other almost 
the reverse. The interior of Professor Tengbom’s bank 
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gives the former feeling even more clearly than with us. 
One is inside some strange palace, certainly well lit through 
its great glass ceiling and with a bright clean marble floor, 
but with mysterious stairs behind the great stone screen 
leading to one knows not what. There isan Eastern touch 
here which is certainly intriguing and a strange thing to 
find in a bank. Clever though it all is, I do not think the 
building either externally or internally compares with the 
offices the same architect built for the Swedish Match 
Company. Those, while showing the same inventiveness 
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and the same freedom in the use of well-known motives 
as this building, have a refinement and restraint this has 
not. 

The interesting thing is that this architect also has 
built for the Skanska Banken a great absolutely plain 
modern block of buildings which contains a bank on the 
ground floor, cut off from the main entrance hall only by 
a screen of vast sheets of plate glass, a bank that is as 
open and exposed as any and the very reverse of his 
seraglio-like interior we have just seen. This new bank 
has a big simple entrance with a large rectangular frame 
in which is set back a broad flight of steps at the top of 
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which are three sets of doors, the centre set a circular 
rotary one, which shows the scale on which the whole 
thing is built. Here then is the architect, who gave 
Stockholm its highly decorated Concert Hall, after which 
apparently a public square has already been named and 
its great Hoégalid Church with its twin towers which has 
affected most modern churches in this country, now 
himself converted to the strictest sect of functionalism. 
So the world moves on, but a little too quickly for some 
old fogies like myself. I like very much, however, the 
plain marble interior of his banking hall with its marble 
counter free from all top hamper, and with the long lines 
of the marble floor following it and emphasising its length, 
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(HE SKELLEFTEA BRANCH OF THE SUNDSVALLS ENSKILDA BANK 
and then with the two tall fluted columns, without cap or 
base, standing up so stoutly to counteract all these 
long horizontal lines. That is a fine piece of design. 

The Skandinaviska Kreditaktiebolaget Tralleborg 
Branch, architect Carl-Axel Stoltz of Malm6, built in 
1934, has a very pleasant simple exterior with, one would 
judge, the bank occupying the ground floor as in England, 
and offices and then perhaps flats on the two storeys 
above. This exterior, with its plain wide plaster surfaces 
giving unity to a building with two long faces and one 
short one, is further held together by the continuous 
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frieze which the top storey windows, with their shutters 
touching one another, make and by the real frieze and 
cornice above. Here the exterior is better than the 
interior, which looks rather English in its panelling and, 
after what we have been seeing, in its multiplicity of detail. 
It should be noted that although the exterior has a 
canted corner this is not used for an entrance as it would 
be with us. 

Of the Sundsvalls Enskilda Bank I select the Skelleftea 
Branch built by Sven Haggbom of Gefle in 1937, which 
occupies part of the ground floor of a three-storey block of 


ey Mr. Sven Haggbom 
lHE INTERIOR OF THE SKELLEFTEA BRANCH OF THE SUNDSV ALLS 
ENSKILDA BANK 
flats, rather over-balanced at intervals to my taste by 
its heavy balconies. Of the exterior of the bank portion 
there is nothing to say except that it consists of a long 
range of the simplest, but well-proportioned, rectangular 
windows. The interior of the banking hall too is as plain 
as possible but quite pleasant and certainly very efficient 
looking, if once again everything has to take place in the 
public eye. It is interesting to note that the beam, which 
the row of columns carries, is taken up into some wall 
above so that the ceiling itself is unbroken. It is these 
plain ceilings, either plain glass skylights or plain plaster, 
which help so much to give these interiors their charac- 
teristic straightforwardness. I wish we had more like them 











